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[Docket  No.  AO-329] 

MILK  IN  MADISON,  WISCONSIN 
MARKETING  AREA  • 

Dedsion  on  Proposed  Marketing 
'  Agreement  and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) . 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
maiteting  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  at  Madison,  Wisconsin,  on 
May  15-18,  1961,  pursuant  to  notice 
thereof  issued  April  25,  1961,  (26  Fit. 
3715),  upon  a  proposed  marketing  agree¬ 
ment  and  order  regulating  the  handling 
of  milk  in  the  Madison,  Wisconsin,  mar¬ 
keting  area. 

Upon  the  basis  of  the  evidence  intro¬ 
duce  at  the  hearing  and  the  record 
thereof,  the  Assistant  Secretary,  United 
States  Department  of  Agriculture,  on 
December  22,  1961  (26  FH.  12591;  P.R. 
Doc.  61-12296),  filed  with  the  Hearing 
Clerk,  United  States  Department  of 
Agriculture,  his  recommended  decision, 
containing  notice  of  opportunity  to  file 
written  exceptions  thereto. 

The  material  issues  of  record  relate  to: 

1.  Whether  the  handling  of  milk  pro¬ 
duced  for  sale  in  the  proposed  marketing 
area  is  in  the  current  of  interstate  com¬ 
merce,  or  directly  burdens,  obstructs,  or 
affects  Interstate  commerce  in  milk  or  its 
products; 

2.  Whether  marketing  conditions  show 
the  need  for  the  issuance  of  a  milk  mar¬ 
keting  agreement  or  order  which  will 
tend  to  effectuate  the  policy  of  the  Act; 
and 
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3.  If  an  order  is  issued  what  its  pro¬ 
visions  should  be  with  respect  to: 

(a)  The  scope  of  regulation; 

(b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

(e)  Administrative  provisions. 

Findings  and  conclusions.  The  follow¬ 
ing  findings  and  conclusions  on  the  ma¬ 
terial  issues  are  based  on  evidence 
presented  at  the  hearing  and  tbe  record 
thereof : 

1.  Character  of  commerce.  All  milk 
to  be  regulated  by  the  proposed  market¬ 
ing  agreement  and  order  is  in  the  cur¬ 
rent  of  interstate  commerce,  or  directly 
burdens,  obstructs,  or  affects  interstate 
commerce  in  milk  and  its  products. 

The  marketing  area  specified  in  the 
proposed  order,  hereinafter  referred  to  as 
the  Madison,  Wisconsin  marketing  area, 
includes  all  the  territory  within  the  Wis¬ 
consin  counties  of  Columbia,  Crawford, 
Dane,  Grant,  Green,  Iowa,  Juneau,  La 
Crosse,  Lafayette,  Monroe,  Richland, 
Sauk,  and  Vernon. 

Milk  handled  in  the  marketing  area 
moves  in  many  forms  over  State  lines. 
Milk  processed  and  packaged  at  plants 
located  in  Illinois,  Iowa  and  Minnesota 
Is  regularly  distributed  on  routes  in  the 
recommended  marketing  area.  A  num¬ 
ber  of  handlers  who  would  be  regulated 
imder  the  proposed  order  distribute  fiuid 
milk  products  in  Illinois,  Iowa  and 
Minnesota.  During  months  of  seasonally 
low  production  milk  is  transported  from 
Madison  to  points  as  far  south  as  Florida. 

Substantial  quantities  of  milk  and 
cream  in  excess  of  local  fiuid  require¬ 
ments  are  used  locally  for  manufacturing 
purposes  or  are  shipped  to  manufactur¬ 
ing  plants  at  other  locations  in  the 
Chicago  milkshed.  These  various  outlets 
manufacture  such  dairy  products  as  hard 
cheese,  ice  cream  mix,  butter  and  nonfat 
dry  milk.  A  substantial  portion  of  such 


products  is  moved  over  a  wide  area  in 
the  stream  of  interstate  commerce. 

2.  Need  for  an  order.  Marketing  con¬ 
ditions  in  the  Madison,  Wisconsin,  mar¬ 
keting  area  justify  the  issuance  of  a 
marketing  agreement  and  order. 

There  is  no  over-all  plan  whereby 
farmers  supplying  milk  to  this  market¬ 
ing  area  are  assured  of  payment  for 
their  milk  in  accordance  with  its  use. 
In  some  segments  of  the  area  there  is 
no  procedure  whereby  farmers  may  par¬ 
ticipate  in  price  determinations  neces¬ 
sary  for  the  marketing  of  their  milk 
which,  because  of  its  perishability,  must 
be  delivered  to  the  market  as  it  is 
produced. 

A  certain  amount  of  reserve  milk  in 
excess  of  the  actual  fiuid  sales  is  neces¬ 
sary  to  assiure  an  adequate  supply  of 
milk  at  all  times.  Fluctuations  brought 
on  by  the  seasonal  nature  of  milk  pro¬ 
duction,  together  with  a  relatively  uni¬ 
form  level  of  consumption,  requires  that 
some  of  the  Grade  A  milk  produced  for 
the  market  be  disposed  of  in  manufac¬ 
turing  channels.  This  excess  milk  must 
be  manufactured  into  hard  cheese,  but¬ 
ter,  nonfat  dry  milk,  frozen  dessert  mix, 
and  similar  products  which  are  sold  in 
competition  with  products  from  un¬ 
graded  milk. 

Milk  disposed  of  to  manufacturing 
outlets  returns  considerably  less  than 
that  marketed  for  fiuid  use.  Conse¬ 
quently,  a  well  defined  and  uniformly 
applied  plan  of  use  classification,  with 
the  proper  pricing  of  milk  in  such  uses, 
is  necessary  to  prevent  such  excess  milk 
from  depressing  the  market  price  of  all 
Grade  A  milk.  To  be  successful  the 
classification  and  payment  for  milk  in 
accordance  with  its  use  requires  the  full 
participation  of  all  those  engaged  in 
marketing  milk  in  this  market.  Orderly 
marketing  of  the  milk  produced  for  fiuid 
consumption  requires  uniformity  of  pay 
prices  by  handlers  and  a  means  whereby 
the  lower  average  returns  resulting  from 
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surplus  milk  may  be  shared  equitably 
among  producers.  i 

The  problems  of  unstable  marketing 
encountered  by  producers  in  the  recom¬ 
mended  marketing  area  are  not  uncom¬ 
mon  in  fluid  milk  markets.  The  prob¬ 
lems  which  have  resulted  in  unrest  and 
instability  in  this  area  are  similar  to 
those  characteristic  of  the  fluid  milk 
industry  in  the  absence  of  regulation  or 
a  marketwide  classifled  pricing  plan.  A 
marketing  order  as  herein  proposed  will 
promote  orderly  marketing  by  assuring 
producers  prices  equivalent  to  those  con¬ 
templated  under  the  Act. 

The  buying  practices  of  various  han¬ 
dlers  in  the  market  have  caused  instabil¬ 
ity  in  the  marketing  of  milk.  Prices 
paid  farmers  for  milk  for  fluid  use  have 
frequently  been  below  the  Class  I  prices 
an  order  would  provide.  Many  produc¬ 
ers  have  no  means  of  ascertaining  how 
their  milk  is  utilized  at  the  plants  to 
which  they  deliver  or  whether  the  basis 
on  which  they  are  paid  will  be  revised. 
Producer  prices  established  by  handlers 
without  consideration  of  the  use  made 
of  such  milk  is  one  of  the  causes  of  in¬ 
stability  and  uncertainty  in  the  produc¬ 
tion  area  of  the  market. 

Approximately  30  handlers  who  would 
be  regulated  by  the  proposed  order  re¬ 
ceive  milk  from  about  750  Grade  A  dairy 
farmers. 

The  Madison  Milk  Producers  Coopera¬ 
tive  Dairy,  a  cooperative  association  of 
approximately  380  Grade  A  producers, 
supplies  a  substantial  portion  of  the 
Grade  A  milk  requirements  of  the  market 
on  a  year-roimd  basis.  Milk  in  excess  of 
fluid  requirements  is  utilized  by  the  co¬ 
operative  at  its  plant  in  the  production 
of  ice  cream  and  various  styles  of  Ameri¬ 
can  and  foreign-type  cheeses.  For  a 
number  of  years,  the  Madison  association 
has  sold  milk  on  a  classifled  use  basis, 
pooling  the  returns  from  such  sales  to  its 
membership.  During  1959,  the  average 
utilization  in  Class  I  and  Class  11 
(cream)  in  the  association  pool  was  64.5 
percent  of  Grade  A  receipts.  For  the 
year  1960,  such  utilization  averaged  63.5 
percent.  The  weighted  average  price 
paid  by  the  association  for  milk  con¬ 
taining  3.5  percent  butterfat  averaged 
$3.58  and  $3.83  during  1959  and  1960,  re¬ 
spectively.  During  the  two-year  period, 
monthly  pay  prices  to  producers  ranged 
from  $3.32  to  $4.00. 

The  La  Crosse  Milk  Producers  Associa¬ 
tion,  representing  about  150  Grade  A 
producers,  also  returns  to  its  members 
the  proceeds  from  milk  sold  on  the  basis 
of  the  utilization  by  handlers  receiving 
such  milk.  Handlers  are  charged  nego¬ 
tiated  Class  I  and  Class  n  prices  and  a 
base  and  excess  plan  is  used  in  paying 
producers.  Member  milk  utilized  for 
fluid  purposes  averaged  78.6  percent  and 
73.2  percent  of  Grade  A  receipts  in  1959 
and  1960,  respectively,  and  the  weighted 
average  prices  to  producers  on  a  3.5  per¬ 
cent  butterfat  basis  averaged  $3.65  and 
$3.68,  respectively,  in  these  years. 

Buying  practices  in  the  market  are 
tending  to  impair  and  threaten  to  de¬ 
stroy  the  effectiveness  of  the  program 
operated  by  the  Madison  and  La  Crosse 
cooperative  associations.  Although  their 
buying  handlers  continue  to  pay  the  pro¬ 
ducer  associations  for  milk  purchased  on 


a  classiflcation  basis,  the  buying  han¬ 
dlers'  competitors  do  not.  It  is  not  un¬ 
common  for  these  handlers  to  use  the  < 
pay  prices  of  the  major  cooperative  as¬ 
sociations  as  a  basis  for  paying  their 
producers.  The  milk  utilized  by  many 
such  handlers  is  predominantly  for  Class 
I  purposes,  although  their  pay  prices  re¬ 
flect  the  lower  Class  I  utilization  ratios 
of  the  producer  associations,  who  bear 
the  burden  of  surplus. in  the  market. 
Consequently,  while  the  major  handlers 
in  Madison  and  La  Crosse  are  buying 
milk  on  a  classifled  price  basis,  handlers 
with  whom  they  compete  purchase  milk 
for  Class  I  purposes  at  prices  comparable 
to  the  associations’  blend  prices. 

Efforts  by  the  cooperative  associations 
to  stabilize  marketing  conditions  in  the 
proposed  marketing  area  have  not  been 
successful.  Producers  contend  that  only 
a  Federal  milk  marketing  order,  appli¬ 
cable  to  all  handlers  serving  the  market, 
can  bring  about  orderly  marketing  and 
stability  in  the  sales  areas  served  by  their 
buying  handlers. 

There  is  a  lack  of  detailed  market  in¬ 
formation  relative  to  the  procurement  of 
milk  for  and  disposition  of  milk  through¬ 
out  the  marketing  area.  Such  informa¬ 
tion  is  essential  to  the  effectuation  of 
orderly  marketing.  Some  data  on  re¬ 
ceipts  and  utilization  of  milk  for  fluid 
and  manufacturing  uses  were  made 
available  for  the  hearing  by  various 
handlers  and  cooperative  associations. 
However,  these  data  are  incomplete  with 
regard  to  the  over-all  receipts  and 
utilization  of  milk  and  milk  products  in 
the  region.  The  institution  of  regulation 
would  provide  the  basis  for  complete  in¬ 
formation  on  receipts  and  utilization  of 
milk  from  producers. 

The  issuance  of  a  marketing  agree¬ 
ment  and  order  for  the  recommended 
marketing  area  would  contribute  sub¬ 
stantially  to  the  improvement  of  many 
of  the  conditions  in  this  market  and 
would  tend  to  effectuate  the  declared 
policy  of  the  Act.  The  adoption  of  a 
classified  pricing  plan  based  on  the 
audited  utilization  of  handlers  for  milk 
purchased  from  producers  and  a  fair 
division  among  producers  of  the  pro¬ 
ceeds  from  the  sale  of  their  milk  will 
promote  pricing  stability  and  orderly 
marketing  in  the  area.  Moreover,  the 
procedures  required  by  the  Agricultural 
Marketing  Agreement  Act  would  afford 
all  interested  parties  the  opportunity  to 
take  part  in  determining,  through  pub¬ 
lic  hearing,  what  the  various  provisions 
of  the  order  should  be. 

3.  (a)  Scope  of  regulation.  It  is  neces¬ 
sary  to  designate  clearly  what  milk  and 
which  persons  would  be  subject  to  the 
various  provisions  of  the  order.  This  can 
best  be  accomplished  by  providing 
specific  definitions  to  describe  the  area 
involved  and  to  prescribe  the  categories 
of  persons,  plants  and  milk  products  to 
which  the  applicable  provisions  of  the 
order  relate. 

Marketing  area.  The  Madison,  Wis¬ 
consin  marketing  area  should  include  all 
the  territory  within  the  Wisconsin  coun¬ 
ties  of  Coliunbia,  Crawford,  Dane,  Grant, 
Green,  Iowa,  Juneau,  La  Crosse,  La¬ 
fayette,  Monroe,  Richland,  Sauk,  and 
Vernon. 


The  1960  census  population  of 
ison  was  127,000  and  of  La  Crosse 
Other  cities  in  the  proposed 
from  5  to  10  thousand  persons. 

Madison  and  La  Crosse  are  the  nrin 
cipal  points  at  which  milk  from  ^ 
ducers  is  processed  and  packaged^^ISi 
distribution  throughout  the  inari».«i!v! 


area.  Two  of  the  three  handlers  whZ 
plants  are  in  Madison  receive  their  miJ 
requirements  from  the  Madison  producw 
association.  The  other  receives  nS 
from  about  50  producers.  All  five  S' 
dlers  in  the  city  of  La  Crosse  reSvi 
their  milk  supply  from  the  producer 
members  of  the  La  Crosse  association. ' 

The  aggregate  sales  area  of  these  eight 
handlers  includes  the  13  Wisconsin  com 
ties  recommended  herein  as  the  mar¬ 
keting  area.  In  these  counties,  the  eight 
handlers  compete  with  handlers  regu- 
lated  by  the  Chicago,  Milwaukee,  North* 
eastern  Wisconsin,  and  Quad’  Cities- 
Dubuque  orders  and  about  20  presently 
unregulated  handlers  whose  sales  areas 
are  relatively  more  limited. 

Two  Madison  handlers  account  for  a 
substantial  proportion  of  the  fiuid  milk 
products  distributed  in  the  7  counties 
of  Columbia,  Crawford,  Dane,  Grant 
Green,  Iowa,  and  Lafayette.  These  han¬ 
dlers  have  approximately  44  percent  of 
the  distribution  in  Columbia  County,  48 
percent  in  Crawford,  59  percent  in  Dane, 

68  percent  in  Grant,  38  percent  in 
Green,  48  percent  in  Iowa  and  42  percent 
in  Lafayette.  These  two  handlers  are 
supplied  by  the  Madison  Milk  Producers 
Association.  The  third  Madison  hander 
accounts  for  approximately  14  percent 
of  the  total  sales  in  Dane  County  and 
the  remainder  is  distributed  by  three 
handlers  with  plants  at  Baraboo  in  Sauk 
County. 

Distribution  in  these  seven  counties 
is  made  in  direct  competition  with  han¬ 
dlers  who  would  otherwise  be  regulated 
by  the  proposed  order  and  handlers  now 
regulated  by  adjoining  Federal  orders. 
Chicago  order  handlers  distribute  a  sig¬ 
nificant  portion  of  the  total  fluid  milk 
sales  in  six  of  these  counties  frc«n  planu 
at  Chemui^,  Illinois;  KanssMdlle 
(through  a  distribution  station  at  Water- 
town,  Wisconsin),  North  Prairie  and 
Portage,  Wisconsin.  Chicago  order  han¬ 
dlers  have  41  percent  of  the  distribution 
in  Columbia  County,  18  percent  in  Dane, 

9  percent  in  Grant,  62  percent  in  Green, 

8  percent  in  Iowa  and  57  percent  in  La¬ 
fayette  County. 

Handlers  under  the  Northeastern 
Wisconsin,  Milwaukee,  and  Quad  CStles- 
Dubuque  orders  distribute  approximately 
15  percent  of  the  total  sales  in  Columbia 
County,  5  percent  in  Crawford,  4  per¬ 
cent  in  Dane,  15  percent  in  Grant  and 
1  percent  in  Lafayette  County. 

Several  other  handlers  distribute  in 
this  area  who  would  otherwise  be  subject 
to  regulation  because  of  sales  in  adja¬ 
cent  coimties.  Crawford  County  is  also 
served  by  a  handler  from  a  plant  in  La 
Crosse.  This  handler  distributes  about 
30  percent  of  the  total  Crawford  County 
sales  in  competition  with  Madi^ 
handlers  and  two  local  handlers  warn 
plants  at  Richland  Center  and  Prairie 
du  Chien.  The  local  handlers  acc^ 
for  17  percent  of  the  sales  in  Crawford 
County. 


t  County.  The  handler  at  Rich- 
Center  also  distributes  in  Iowa 
tv  competing  with  the  three  Madi- 
^ers  and  with  a  handler  who 
his  plant  at  Dodgeville  makes  about 
reent  of  the  sales  in  Iowa  County. 

six  coimties  of  Juneau,  La 
e  Monroe,  Richland,  Sauk  and 
^  Madison  handlers  compete  with 
irosse  handlers  as  well  as  local  for  sale  on  retail  and  wholesale  routes  in  the  market  depends.  This  could  result 

the  marketing  area.  Such  plants  would  in  the  need  for  higher  Class  I  prices  than 
e  hindlers  from  plants  in  the  city  of  be  defined  as  “pool  plants”.  would  otherwise  be  required  to  supply  the 

rosse  ccunpete  in  La  Crosse  County  The  basis  for  determining  which  plants  market  adequately, 
handlers  operating  plants  atJHol-  shall  be  pool  plants  imder  the  order,  and  Because  of  the  difference  in  market- 

thereby  fully  subject  to  regulation,  ing  practices  and  functions  between  dis- 
should  be  clearly  set  forth  and  apply  tributing  plants  and  supply  plants,  sep- 
imiformly  to  all  plants,  wherever  located,  arate  performance  standards  have  been 
Pool  plant  status  should  not  be  deter-  provided  for  them.  A  “distributing 
mined  solely  on  an  occasional  shipment  plant”  under  the  order  would  be  defined 
of  milk  or  an  approval  by  specified  health  as  a  plant  in  which  any  Grade  A  fiuid 
authorities.  Such  a  method  for  deter-  milk  product  is  packaged  and  disposed  of 

during  the  month  on  routes  in  the  mar- 
regulation  would  not  provide  a  sound  keting  area.  “Supply  plant”  would  be 
basis  for  administering  the  order  for  the  defined  to  mean  a  plant  from  which  milk, 
Madison  marketing  area.  skim  milk  or  cream  is  shipped  during  the 

Essential  to  the  operation  of  an  order  month  to  a  distributing  plant  which  is 
is  the  establishment  of  performance  qualified  as  a  pool  plant, 
standards  to  apply  uniformly  to  all  The  term  “route”  would  mean  ttie  de¬ 
plants.  Any  plant,  regardless  of  its  lo-  livery  (including  disposition  from  a  plemt 
cation,  shoifid  have  equal  opportunity  to  store  or  from  a  distribution  point  and 
comply  with  the  standards  of  regulation  distribution  by  a  vendor  or  vending  ma- 
and  have  its  producers  share  in  the  avail-  chine)  of  any  fiuid  milk  product  classi- 
able  Class  I  sales.  Whether  plants  and  lied  as  Class  I  to  a  retail  or  wholesale 
producers  choose  to  supply  the  Madison  outlet  other  than  a  milk  plant  or  a  dis¬ 
order  market  will  depend  on  the  eco-  tribution  point. 

nomic  circumstances  with  which  they  are  Fluid  milk  products  may  be  moved 
confronted,  such  as  prices,  transporta-  from  a  milk  plant  to  a  facility  such  as  a 
tion  costs  and  alternative  outlets.  warehouse,  loading  station  or  storage 

Performance  standards  should  be  such  plant.  The  distribution  from  such  latter 
that  any  plant  which  supplies  a  sub-  point  would  be  considered  a  route  distri- 
stantial  proportion  of  its  Grade  A  re-  button  from  the  milk  plant.  To  do  other- 
ceipts  to  the  Madison  market  would  pool  wise  would  be  inappropriate  because  it 
its  sales  and  share  in  the  marketwide  would  consider  the  disposition  of  fiuid 
equalization.  On  the  other  hand,  plants  milk  products  to  have  been  made  at  the 
oifiy  casually  or  incidentally  associated  temporary  storage  facility  instead  of  at 
with  the  order  market  should  not  be  the  location  at  which  such  products  are 
subject  to  complete  regulation  in  this  received  by  retail  and  wholesale  pur- 
market.  Neither  should  they  be  per-  chasers. 

mitted  nor  required  to  equalize  their  in  order  to  qualify  as  a  pool,  plant 
sales  with  all  plants  in  the  market.  If  under  this  order,  a  distributing  plant 
a  milk  plant  were  to  be  permitted  to  should  be  required  to  distribute  at  least 
share  on  a  pro  rata  basis  the  Class  I  lo  percent  of  its  total  Grade  A  receipts 
utilization  of  an  entire  market  without  during  the  month  as  Class  I  milk  on 
being  genuinely  associated  with  the  mar-  routes  in  the  marketing  area, 
ket,  then  the  differentials  paid  by  users  a  distributing  plant  having  more  than 
of  Class  I  milk  could  be  dissipated  with-  90  percent  of  its  business  outside  the 
out  accomplishing  their  intended  pur-  marketing  area  of  this  order  or  in  other 
pose.  If  a  plant  were  to  be  qualified  and  outlets  should  not  be  considered  as  es- 
regulated  merely  by  mamg  a  token  ship-  sentially  associated  with  this  market.  It 
ment  of  milk  or  cream  into  a  market  for  is  not  considered  advisable  to  bring  such 
sale  as  Class  I  milk,  then  any  milk  plant  a  plant  under  full  regulation  because  of 
which  found  itself  in  a  position  where  the  minor  share  of  its  business  in  the 
it  was  selling  a  smaller  share  of  its  milk  marketing  area.  Pull  regulation  would 
in  Class  I  than  the  average  for  all  regu-  not  be  necessary  to  accomplish  the  pur- 
lated  handlers  might  make  such  ship-  poses  of  the  order  and  might  well  place 
ment  and  receive  equalization  payments  such  plant  at  a  competitive  disadvantage 
from  the  pool.  in  supplying  the  unregulated  market. 

Since  reserve  milk  is  an  essential  part  Such  miniTnnm  is  necessary  also  to  avoid 
of  any  fiuid  milk  business,  there  will  the  possibility  that  a  plant  otherwise  not 
always  be  some  excess  milk  in  the  plants  associated  with  the  market  might  qua- 
of  handlers  supplying  other  markets,  ufy  itself  for  equalization  payments  to 
This  wiU  be  particularly  true  in  the  its  own  advantage,  and  to  the  disadvant- 
months  of  flush  production.  Plants  sell-  age  of  the  market,  by  means  of  minor 
ing  primarily  to  other  markets,  or  plants  sales  in  the  marketing  area. 


^  Sparta  (Monroe  County),  Black 
S  Palls  (Jackson  Coimty)  and 
Swtehall  (Trempealeau  County),  Wis¬ 
consin.  In  addition,  fiuid  milk  prod- 
«ts  aie  distributed  on  routes  in  La 
0^)686  County  from  a  plant  at  Winona, 

Iflnnesota.  Two  producer-handlers  also 

the  La  Crosse  area.  mining  which  plants  shall  be  subject  to 

Juneau  County  is  served  by  two  La 
Crosse  handlers  who  compete  with  han- 
^icrs  ^)erating  plants  at  hJauston  and 
Mev  Usbon  (Juneau  County),  Tomah 
(Monroe’  Coimty)  and  Wisconsin  Dells 
(Columbia  County) . 

Monroe  and  Vernon  Counties  are 
lerved  primarily  by  two  La  CJrosse  han¬ 
dlers  in  competition  with  handlers  whose 
are  located  at  Sparta,  Tomah. 

RlrManri  Center,  and  Viroqua. 

Seventy-five  percent  of  the  distribu¬ 
tion  in  Richland  County  emanates  from 
I  plant  at  Richland  Center.  A  Madison 
handler  accounts  for  about  20  percent  of 
the  dt^bution  and  the  remainder  is 
Ircun  a  plant  at  Baraboo. 

In  Sauk  County  a  Madison  handler 
accounts  for  48  percent  of  the  distribu¬ 
tion,  a  La  Crosse  handler  27  percent  and 
kwal  handlers  21  percent.  The  remainder 
Is  from  a  Chicago  order  plant  at  Che¬ 
mung.  Illinois. 

There  was  no  opposition  to  including 
any  of  the  proposed  counties  in  the 
Madison  marketing  area.  In  addition  to 
the  13  counties  herein  recommended,  4 
other  counties  were  proposed  for  inclu¬ 
sion  in  the  marketing  area.  These  are 
Adams,  Green  Lake,  Marquette,  and 
Waushara.  They  are  located  on  the 
northeastern  comer  of  the  recommended 
marketing  area  and  are  near  the  North¬ 
eastern  Wisconsin  order  marketing  area. 

CWy  one  handler  who  would  be  regu¬ 
lated  under  the  proposed  Madison  order 
has  distribution  in  this  four-county 
area.  Moreover,  sales  by  this  handler 
from  a  plant  at  Wisconsin  Dells  are 
Bmlted  to  one  of  the  four  counties. 

This  territory  generally  represents  a’ 
lales  area  for  Northeastern  Wisconsin 
and  Chicago  order  handlers.  One  North¬ 
eastern  Wisconsin  order  handler  has 
(hstribution  throughout  the  four-county 
area  and  a  Chicago  order  handler  dis¬ 
tributes  in  Green  Lake,  Marquette  and 
Waushara  Counties. 

The  inclusion  of  these  four  counties  is 
adther  necessary  nor  desirable  to  effec- 
^te  orderly  marketing  in  the  proposed 
JjWison  marketing  area,  particularly 
race  most  of  the  milk  sold  in  these  coun¬ 
ts  is  priced  under  other  orders. 

So  thore  will  be  no  doubt  as  to  the  in¬ 
tent  of  the  application  of  the  marketing 
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fled  as  pool  plants  under  this  definition. 
In  order  to  preserve  this  distinction,  a 
further  condition  should  be  placed  on  a 
distributing  plant.  This  is  that  its  route 
distribution  of  Class  I  milk  (both  inside 
and  outside  the  marketing  area)  must 
amount  in  any  month  to  not  less  than  50 
percent  of  its  total  receipts  of  Grade  A 
milk.  This  represents  an  increase  from 
the  35  percent  in  the  recommended  de¬ 
cision.  Exceptions  to  that  decision  em¬ 
phasized  that  none  of  the  distributing 
plants  now  associated  with  this  market 
would  require  the  low  35  percent  stand- . 
ard  for  pool  status  and  that  it  would  be 
inappropriate  in  this  market  to  qualify 
as  a  pool  plant  any  distributing  plant 
from  which  less  than  half  of  its  Grade 
A  receipts  were  disposed  of  on  routes. 
Any  plant  which  does  not  qualify  on  this 
basis  should  be  deemed  to  be  primarily 
a  supply  plant  and  its  pool  status  should 
be  judged  by  the  standards  applied  to 
such  plants. 

An  exceptor  requested  that  shipments 
of  fiuid  milk  products  to  distributing  pool 
plants  be  considered  as  a  route  disposi¬ 
tion  of  Class  I  milk  for  the  purpose  of 
meeting  the  requirement  of  distributing 
10  percent  of  plant  receipts  on  routes  in 
the  marketing  area.  Inclusion  of  such 
fluid  milk  shipments  as  Class  I  route  dis¬ 
tribution  would  enable  any  plant  to  ob¬ 
tain  pool  plant  status  by  making  a  token 
delivery  of  packaged  fluid  milk  products 
in  the  marketing  area  and  could  ad¬ 
versely  affect  producers  regularly  asso¬ 
ciated  with  the  market.  The  request 
therefore  is  denied. 

A  plant  from  which  milk  for  Class  I 
uses  is  distributed  regularly  in  the  mar¬ 
keting  area  under  normal  circiunstances 
may  be  expected  to  dispose  of  its  milk 
in  such  a  way  as  to  exceed  by  a  reason¬ 
able  margin  the  minimum  performance 
standards  necessary  to  qualify  as  a  pool 
plant.  There  may  be  from  time  to  time 
plants  supplying  milk  to  the  marketing 
area  which  would  not  qualify  for  pool 
status.  Handlers  operating  such  plants 
should  be  required  to  file  reports,  make 
their  records  available  for  audit  by  the 
market  administrator,  and  be  subject  to 
payments  hereinafter  discussed,  if  they 
are  not  fully  subject  to  regulation. 

A  distributing  plant  of  a  state  educa¬ 
tional  institution  operated  primarily  for 
research  and  instructional  purposes 
should  be  excluded  from  pooling  under 
the  order.  Such  a  plant  is  operated  by 
the  University  of  Wisconsin  in  Madison. 
Distribution  of  fluid  milk  products  from 
this  plant  result  from  research  and  in¬ 
struction  in  dairy  technology  and  is  gen¬ 
erally  limited  to  the  university  campus. 
Occasional  disposition  of  such  products 
off  the  campus  is  exclusively  for  research 
purposes. 

In  these  circumstances,  a  clear  distinc¬ 
tion  can  be  made  between  a  dairy  plant 
operated  by  an  institution  for  research 
and  educational  purposes  and  a  plant  op¬ 
erating  for  commercial  sale  of  fluid  milk 
products.  Fluid  milk  products  disposed 
of  from  the  University  dairy  are  not  a 
disruptive  factor  in  the  market  and  such 
disposition  does  not  require  application 
of  the  pricing  and  pooling  provisions  of 
the  order  to  maintain  the  integrity  of  the 
regulatory  plan. 


The  performance  standards  for  supply 
plants  to  qualify  for  pool  plant  status 
should  reflect  the  fact  that  currently  the 
quantity  of  milk  produced  for  the  rec¬ 
ommended  marketing  area  is  adequate 
on  an  annual  basis  for  its  needs.  At 
times,  especially  during  the  months  of 
seasonally  high  production,  distributors 
in  the  market  may  not  need  all  of  the 
milk  available  from  producers  to  keep 
their  Class  I  outlets  fully  supplied.  To 
assure  that  all  producer  milk  will  be 
available  for  Class  I,  supply  plant  per¬ 
formance  standards  should  be  set  at 
levels  which  require  that  such  milk  will 
be  available. 

To  qualify  for  pool  plant  status  a  sup¬ 
ply  plant  should  ship  to  distributing 
plants  which  are  pool  plants  at  least  50 
percent  of  its  receipts  of  milk  from  dairy 
farmers  in  any  month  in  the  form  of 
fluid  milk  products.  A  supply  plant  from 
which  a  proportionately  lesser  quantity 
of  milk  is  disposed  of  in  this  manner 
should  not,  under  present  conditions,  be 
considered  as  primarily  associated  with 
this  market. 

If  there  is  any  demand  for  milk  from 
supply  plants  it  will  be  greatest  during 
the  season  of  low  production.  For  sus¬ 
tained  periods  during  the  months  of 
flush  production,  supplies  of  milk  re¬ 
ceived  at  local  plants  may  be  sufficient 
to  supply  the  Class  I  outlets.  During 
this  part  of  the  year,  it  would  be  more 
economical  to  leave  the  most  distant 
milk  in  the  country  for  manufacture, 
and  use  local  supplies  for  Class  I  use. 
The  performance  provisions  should  not 
force  milk  to  be  transported  to  distrib¬ 
uting  plants  in  the  months  of  seasonally 
high  production  in  order  to  maintain 
the  eligibility  of  supply  plants  to  pool. 

To  avoid  this,  provision  should  be 
made  whereby  a  supply  plant  previously 
qualified  may  elect  to  receive  pool  plant 
status  during  the  months  of  seasonally 
high  production.  Such  election  would 
be  available  to  a  plant  when  it  had  sup¬ 
plied  a  substantial  portion  of  its  pro¬ 
ducer  milk  to  distributing  plants  in  the 
market  during  each  of  the  immediately 
preceding  months  of  seasonally  low  pro¬ 
duction.  This  would  be  accomplished  by 
providing  that  a  supply  plant  which 
shipped  50  percent  of  its  producer  milk 
receipts  in  the  immediately  preceding 
period  of  September  through  November 
to  distributing  plants  which  are  pool 
plants  would  thereby  earn  pool  plant 
status  for  the  months  of  March  through 
June.  As  herein  proposed,  pool  plant 
status  for  the  months  of  March  through 
June  would  automatically  accrue  to  such 
supply  plant  unless  the  operator  of  the 
plant  notified  the  market  administrator 
that  he  elected  to  have  nonpool  status  for 
such  plant  beginning  with  any  of  the 
months  during  the  March  through  June 
period. 

A  pool  plant,  or  a  distributing  plant 
which  is  not  a  pool  plant,  should  be  de¬ 
fined  as  a  “fluid  milk  plant”,  thereby 
including  in  one  designation  all  plants 
for  which  reports  are  required  to  be  sub¬ 
mitted  to  the  market  administrator. 
Such  a  definition  will  enable  the  market 
administrator  to  use  the  same  report 
forms  for  all  distributing  plants,  both 
pool  and  nonpool.  In  addition,  it  will 


facilitate  formulating  the  variou*  ^,.,1 
provisions  as  they  apply  to  such  d£ 
particularly  as  appUed  to  distrHl 
plants  which  are  not  pool  plants  ^ 

•  Some  handlers  receive  milk  from  hnth 
Grade  A  and  imgraded  sources  WhiU 
such  an  operation  takes  place,  it  is 
erally  the  practice  of  the  handl^^ 
maintain  the  ungraded  operation  phvri 
cally  apart  from  that  of  his  Grade  i 
operation.  Proper  safeguard  should  t 
provided  in  the  order  to  insure  that  tS 
ungraded  and  graded  portions  of  a  pw 
operated  by  the  same  handler  are  nJ 
tained  as  separate  entities.  If  a  portim 
of  a  plant  is  physically  apart  from  the 
Grade  A  portion  of  such  plant,  is  oper- 
ated  separately  and  is  not  approved  in 
any  health  authority  for  the  receivim 
processing  or  packaging  of  any  fluid  5 
product  for  Grade  A  disposition,  it 
should  not  be  considered  a  part  of  a  pod 
plant.  However,  if  the  graded  and  un- 
graded  operations  of  a  plant  are  not 
maintained  separately,  the  entire  oper¬ 
ation  of  such  plant  would  be  considered 
as  that  of  a  pool  plant,  and  all  ungraded 
milk  received  at  such  plant  would  be 
considered  as  other  source  milk  received 
at  a  pool  plant. 

The  Madison  Milk  Producers  Associa¬ 
tion  supplies  a  substantial  portion  d 
the  milk  which  would  be  pooled  under 
the  order.  This  cooperative  association 
maintains  facilities  for  processing  mik 
in  excess  of  handler’s  requirements  and 
assumes  the  responsibility  for  marketing 
such  excess  milk.  Producer  milk  not 
needed  by  handlers  is  received  at  the 
association’s  plant  where  it  is  disposed 
■of  to  other  markets  or  manufactured 
into  ice  cream  and  various  American 
and  foreign-type  cheeses.  The  coopera¬ 
tive  association  performs  valuable  sen- 
ices  for  the  market  in  that  it  maintidns 
an  adequate  supply  of  milk  for  the  mar¬ 
ket’s  needs  and  assumes  the  responsi¬ 
bility  for  marketing  all  milk  in  excess 
of  handler’s  requirements.  Permitting 
the  cooperative  association,  under  cer¬ 
tain  conditions,  to  pool  the  returns  from 
the  sale  of  producer  milk  which  moves 
directly  to  the  association’s  plant  will 
contribute  substantially  to  orderly 
marketing. 

The  performance  standards  should  be 
such  that '  only  a  plant  operated  by  a 
cooperative  association  whose  major 
function  is  supplying  milk  to  the  mar¬ 
ket  would  be  allowed  to  share  in  the 
marketwide  pool.  This  can  best  be  ac¬ 
complished  by  designating  as  a  pool 
plant  any  plant  operated  by  a  coopera¬ 
tive  association  which  ships  at  least  50 
percent  of  member-producer  milk  to 
other  pool  plants  during  the  month. 
The  plant  of  a  cooperative  association 
serving  the  market  as  herein  described 
would  acquire  pool  plant  status  for  each 
month  unless  the  cooperative  associa¬ 
tion  as  the  operator  of  such  plant  noti¬ 
fied  the  market  administrator  that  non¬ 
pool  status  had  been  elected  for  such 
plant  on  or  before  the  first  day  of  Jan¬ 
uary  of  any  year.  Such  plant  would 
then  be  designated  a  nonpool  plant  for 
each  month  in  such  year  during  whi^ 
it  would  not  qualify  as  a  pool  plant  based 
on  its  route  distribution  or  on  shipments 
to  other  plants. 
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milk  niay  be  distributed  in  the 
area  from  plants  which  are 
®?r  ^ect  to  the  classification  and 
^nnfor^ions  of  other  Federal  milk 
orders.  It  is  not  necessary  to 
regulation  under  an  order 
fySi  plants  which  dispose  of  a  major 
of  their  receipts  in  another  reg- 
K  marketing  area.  To  do  so  would 
such  plants  to  duplicate  regula- 
^However,  in  order  that  the  market 
Snistrator  may  be  fully  apprised  of 
Sr^tinuing  status  of  such  a  plant. 
Spooerator  thereof  should,  with  respect 
S  the  total  receipts  and  utilization  or 
S^tion  of  skim  milk  and  butterfat 
the  plant,  make  reports  to  the  mar¬ 
ket  administrator  at  such  time  and  in 
Bich  manner  as  the  market  administra¬ 
tor  may  require  and  allow  verification 
such  reports  by  the  market  admin- 

Handler  should  be  defined 
as  any  person  in  his  capacity  as  the 
^tor  of  one  or  more  fluid  milk  plants. 
^  definition  should  also  include  any 
cooperative  association  with  respect  to 
producer  milk  diverted  for  the  account 
of  such  association  from  a  pool  plant  to 
a  nonpool  plant.  A  cooperative  associ¬ 
ation  which  elects  to  be  the  handler 
with  respect  to  the  milk  of  its  member 
producers  which  is  delivered  from  the 
farm  to  the  fiuid  milk  plant  of  another 
handler  in  a  tank  truck  owned  and  op¬ 
erated  by  or  under  contract  to  such  as¬ 
sociation  should  also  be  defined  as  a 


handler. 

A  handler,  in  his  capacity  as  operator 
of  one  or  more  fiuid  milk  plants,  is  the 
person  who  receives  Grade  A  milk  from 
dairy  farmers  or  from  a  cooperative  as¬ 
sociation  as  a  handler  on  bulk  tank 
milk  and  is  responsible  for  reporting  the 
receipts,  utilization  and  pajunent  there¬ 
of.  A  cooperative  association  which 
markets  the  milk  of  its  members  may  for 
short  period  of  time  need  to  divert  such 
milk  from  a  pool  plant  to  a  nonpool 
plant.  If  the  association  is  defined  as  a 
handler  for  such  milk,  even  though  it 
has  no  plant,  the  producers  whose  milk  is 
so  diverted  will  continue  to  receive  the 
uniform  price  under  the  order  and  their 
production  will  be  available  to  the  mar¬ 
ket  for  fiuid  use  when  needed. 

Defining  a  cooperative  association  as 
the  handler  on  bulk  tank  milk  received 
at  farms  would  promote  a  more  efiBcient 
marketing  by  providing  greater  flexibil¬ 
ity  in  the  assignment  and  movement  of 
this  milk..  As  a  handler  for  such  milk,  a 
cooperative  would  be  required  to  report 
the  quantities  of  such  milk  from  each 
producer  and  the  pool  plants  at  which  it 
was  received.  This  information  would  be 
readily  available  to  the  cooperative  and 
its  reports  in  conjunction  with  the  re¬ 
ports  from  pool  plant  operators  will  en¬ 
able  the  market  administrator  to  es¬ 
tablish  the  quantities  of  producer  milk 
to  be  accounted  for  at  each  pool  plant. 

A  handler  operating  more  than  one 
pool  plant  or  nonpool  distributing  plant 
should  be  required  to  report  separately 
for  each  plant  so  that  its  pool  plant 
status  can  be  determined  each  month  by 
the  market  administrator.  If  a  person 
operates  a  plant  not  associated  with  the 


regulated  market,  he  would  not  be  a  han¬ 
dler  with  respect  to  such  plant. 

Producer.  Producer  should  mean  any 
person,  except  a  producer-handler,  or  a 
dairy  farmer  whose  milk  is  received  at 
the  plant  of  a  state  educational  institu¬ 
tion  who  produces  milk  in  compliance 
with  the  Grade  A  inspection  require¬ 
ments  of  a  duly  constituted  health  au¬ 
thority,  which  milk  is  received  at  a  pool 
plant. 

Fluid  milk  product.  Fluid  milk  prod¬ 
uct  should  mean  milk,  skim  milk,  butter¬ 
milk,  flavored  milk,  flavored  milk  drinks, 
sour  cream  and  sour  cream  products  la¬ 
beled  Grade  A,  cream  or  any  mixture  in 
fiuid  form  of  cream  and  milk  or  skim 
milk  (except  eggnog,  ice  cream  mix, 
frozen  dessert  mix,  aerated  cream  prod¬ 
ucts,  evaporated  and  condensed  milk  or 
skim  milk,  and  sterilized  products  in 
hermetically  sealed  metal  containers). 
The  items  designated  as  fluid  milk  prod* 
ucts  pursuant  to  this  definition  are  those 
products  which  when  disposed  of  by  han¬ 
dlers  are  considered  as  Class  I  milk. 

Producer  milk.  Producer  nulk  should 
be  defined  as  all  skim  milk /and  butterfat 
contained  in  Grade  A  milk  received  at 
a  pool  plant  directly  from  dairy  farmers 
or  from  a  cooperative  association  as  a 
handler  on  bulk  tank  milk.  Producer 
milk  would  also  include  milk  diverted 
from  a  pool  plant  to  a  nonpool  plant 
under  certain  conditions. 

It  would  be  inappropriate  to  consider 
as  producer  milk  any  milk  moved  from  a 
farm  directly  to  a  plant  subject  to  the 
classification  and  pricing  provisions  of 
another  order  issued  pursuant  to  the  Act. 
Diversion  to  such  plants,  if  permitted, 
could  result  in  the  pricing  and  pooling 
of  the  same  milk  under  two  orders. 

Because  of  the  exempt  status  provided 
by  the  order  for  the  plant  of  a  state  edu¬ 
cational  institution,  milk  received  at  a 
pool  plant  from  a  dairy  farm  from  which 
milk  is  received  at  a  plant  of  a  state  edu¬ 
cational  institution  during  the  same 
month  would  not  be  considered  as  pro¬ 
ducer  milk.  To  ‘do  otherwise  would 
enable  surplus  milk  from  such  farms  to 
share  in  the  pool  at  its  blend  prices  at 
the  expense  of  producers  regularly  asso¬ 
ciated  with  the  market. 

Milk  transferred  to  a  fiuid  milk  plant 
from  another  plant  should  not  be  in¬ 
cluded  in  the  producer  milk  definition  at 
the  fiuid  milk  plant.  When  receipts  at 
a  shipping  plant  are  from  Grade  A 
dairy  farmers  and  from  other  sources, 
the  milk  is  commingled -and  it  cannot 
always  be  ascertained  whether  the  milk 
being  moved  is  that  from  Grade  A  dairy 
farmers,  from  other  sources  or  both. 

When  milk  is  not  needed  in  the 
market  for  Class  I  purposes,  the  move¬ 
ment  of  such  milk  to  a  nonpool  plant  for 
manufacturing  purposes  should  be  fa¬ 
cilitated.  Allowing  for  unlimited  diver¬ 
sion  during  those  months  when  reserve 
supplies  of  milk  are  highest  will  contrib¬ 
ute  to  this  end.  Unlimited  diversion  is 
neither  necessary  nor  desirable  under  a 
marketwide  pool  during  the  other  months 
of  the  year  when  milk  regularly  associ¬ 
ated  with  the  market  is  needed  to  supply 
the  Class  I  needs  of  the  market.  It  is 
necessary,  however,  to  provide  for  lim¬ 
ited  diversion  during  such  months  to  en¬ 


able  handlers  to  divert  producer  milk  on 
such  occasions  as  weekends  or  holidays 
when  the  milk  is  not  needed  in  the  mar¬ 
ket  for  Class  I  purposes. 

The  recommended  order  should  pro¬ 
vide  that  producer  milk  reguUurly  re¬ 
ceived  at  a  pool  plant  may  be  Averted 
for  the  account  of  a  handler  to  a  non¬ 
pool  plant  at  any  time  during  the  flush 
production  months  and  retain  producer 
milk  status  imder  the  order.  In  ot^er 
months  such  producer  milk  status  for 
diverted  milk  should  be  limited  to  a 
quantity  not  greater  than  the  quantity 
of  producer  milk  that  was  delivered  to  a 
pool  plant  from  such  farm.  Diverted 
milk  should  be  deemed  to  have  been  re¬ 
ceived  at  the  plant  from  which  it  was 
diverted. 

Other  source  milk.  Other  source  milk 
should  be  defined  as  all  skim  milk  and 
butterfat  contained  in  or  represented  by 
fluid  milk  products  utilized  by  ttie  han¬ 
dler  in  his  operations  except  producer 
milk,  fluid  milk  products  received  from 
pool  plants,  and  inventory  at  the  begin¬ 
ning  of  the  month.  Thus,  other  source 
milk  would  represent  skim  milk  and  but¬ 
terfat  which  are  not  subject  to  the  pric¬ 
ing  provisions  of  the  order  during  the 
month.  It  would  include  all  milk  prod¬ 
ucts  from  plants  other  than  pool  plants 
and  all  manufactured  dairy  products 
from  any  source  which  are  reprocessed 
or  converted  into  another  product  dur¬ 
ing  the  month.  It  would  include  those 
manufactured  products  from  a  plant’s 
own  productioi^which  are  made  and  are 
reprocessed  or'ccnverted  into  another 
product  during  the  same  or  a  later 
month. 

Producer -handler.  Producer-handler 
should  be  defined  as  any  person  who 
operates  a  dairy  farm  and  a  distributing 
plant  but  who.  during  the  month,  re¬ 
ceives  no  fluid  milk  products  from  other 
dairy  farmers  or  from  sources  other  than 
pool  plants.  The  order  is  not  intended 
to  establish  minimum  prices  for  such 
operators,  but  they  should  be  required  to 
make  reports  to  the  market  administra¬ 
tor.  Such  reports  are  necessary  to  deter¬ 
mine  whether  the  operator  is  a  producer- 
handler  and  to  facilitate  accounting  with 
respect  to  the  transfer  of  milk  from  other 
handlers. 

The  exemption  from  pricing  and  pool¬ 
ing  of  a  producer-handler  should  be  lim¬ 
ited  to  bona  fide  producer-handlers.  It 
is  appropriate,  therefore,  to  provide  that 
to  maintain  producer-handler  status  the 
maintenance,  care  and  management  of 
the  dairy  animals  and  other  resources 
necessary  to  produce  milk  and  the  proc¬ 
essing,  packaging  and  distribution  of 
th6  milk  shall  be  the  personal  enterprise 
and  risk  of  the  person  involved.  The 
term  producer-handler  is  not  intended 
to  include  any  person  who  does  not  ac¬ 
cept  responsibility  and  risk  for  the  oper¬ 
ation  of  the  plant  in  which  the  milk  of 
his  own  production  is  processed  and  bot¬ 
tled  for  sale. 

Milk,  skim  milk  or  cream  transferred 
from  a  pool  plant  to  ttie  plant  of  a 
producer-handler  should  be  classified  as 
Class  I  milk.  Any  supplemental  supplies 
of  milk  which  may  be  obtained  from 
pool  plants  may,  by  virtue  of  the  type  of 
operation  involved,  be  presumed  to  be 
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needed  by  the  prodticer-handler  for 
fluid  use  and  should  be  classified  in  the 
supping  handler’s  plant  as  Class  I 
milk.  A  producer-handler  may  receive 
milk  from  pool  plants  and  still  maintain 
his  status  as  a  producer-handler.  Any 
milk  which  a  handler  receives  from  a 
producer-handler  would  be  other  source 
milk  and  would,  therefore,  be  allocated 
to  the  lowest  class  utilization  at  the 
pool  plant  of  a  handler  after  the  alloca¬ 
tion  of  shrinkage  on  producer  milk. 
Milk  disposed  of  to  another  handler  by 
a  producer-handler  would  normally  be 
surplus  to  the  operation  of  the  producer- 
handler. 

(b)  Classification  of  milk.  Milk  and 
milk  products  received  by  handlers 
should  be  classifi^  on  the  basis  of  skim 
milk  and  butterfat  according  to  the  form 
in  which,  or  the  purpose  for  which, 
such  skim  milk  and  butterfat  was  used 
or  disposed  of  as  either  Class  I  milk  or 
Class  n  milk. 

Milk  is  received  by  handlers  directly 
from  Grade  A  dairy  farmers,  from  other 
handlers,  and  from  other  sources.  Milk 
from  all  these  sources  is  commingled  in 
handlers’  plants.  It  is  necessary,  there¬ 
fore,  to  classify  all  receipts  of  milk  to 
afford  a  means  to  establish  the  classifica¬ 
tion  of  producer  milk  and  to  apply  the 
classified  pricing  plan. 

The  products  included  in  Class  I  milk 
are  required  by  health  authorities  in  the 
marketing  area  to  be  obtained  from  milk 
or  milk  products  from  “Grade  A’’ 
sources.  The  extra  cost  of  getting 
quality  milk  produced  and  delivered  to 
the  market  in  the  condition  and  quanti¬ 
ties  required  makes  it  necessary  to  pro¬ 
vide  a  price  for  milk  used  in  Class  I 
products  somewhat  above  the  ungraded 
or  manufacturing  milk  price.  'This 
higher  price  should  be  at  a  level  which 
will  yield  a  blend  price  to  farmers  that 
will  encourage  production  of  enough  milk 
to  meet  market  needs. 

Milk  not  needed  for  Class  I  purposes 
is  utilized  in  the  manufacture  of  various 
dairy  products  which  are  sold  in  competi¬ 
tion  with  the  same  products  made  from 
ungraded  milk.  Milk  so  used  should  be 
classified  as  Class  n  milk  and  priced  in 
accordance  with  its  value  in  such  outlets. 

In  accordance  with  these  standards. 
Class  I  milk  should  comprise  all  skim 
milk  (including  reconstituted  skim  milk) 
and  butterfat  disposed  of  in  the  form  of 
milk,  skim  milk,  buttermilk,  flavored 
milk,  flavored  milk  drinks,  sour  cream 
and  sour  cream  products  labeled  Grade 
A,  cream  and  any  mixture  in  fluid  form 
of  milk  or  skim  milk  and  cream  (except 
eggnog,  ice  cream  mix,  frozen  dessert 
mix,  aerated  cream  products,  evaporated 
and  condensed  milk  or  skim  milk  and 
sterilized  products  in  hermetically  sealed 
metal  containers) ;  and  skim  milk  and 
butterfat  not  accounted  for  as  Class  n 
milk. 

Fluid  milk  products  to  which  extra 
skim  milk  solids  have  been  added,  or 
concentrated  milk  disposed  of  for  fluid 
use  would  be  included  as  Class  I  milk. 
Products  such  as  evaporated  or  con¬ 
densed  milk  packaged  in  bulk  or  in 
hermetically  sealed  metal  containers 
would  not  be  considered  as  concentrated 
milk. 


Any  nonfat  milk  solids  added  to  a 
fluid  milk  product  should  be  converted  to 
their  fluid  skim  milk  equivalent  weight 
for  purposes  of  accounting  for  the  skim 
milk  required  to  produce  such  product. 
Class  I  classification  would  apply  to  the 
weight  of  skim  milk  and  butterfat  con¬ 
tained  in  an  equivalent  volume  of  an 
unmodified  fluid  milk  product.  The  re¬ 
maining  portion  of  the  fluid  milk  product 
would  represent  added  skim  milk  solids 
and  should  be  classified  as  Class  n  milk 
on  a  skim  milk  equivalent  basis.  It  was 
not  shown  that  nonfat  milk  solids  added 
to  fluid  milk  products  displace  producer 
milk  for  Class  I  use  in  the  proposed 
marketing  area. 

All  skim  milk  and  butterfat  used  to 
produce  products  other  than  those  clas¬ 
sified  in  Class  I  milk  should  be  Class  II 
milk.  Included  as  Class  n  milk  are 
products  such  as  ice  cream,  ice  cream 
mix  and  other  frozen  desserts;  eggnog, 
aerated  cream  products,  butter,  cheese 
(including  cottage  cheese) ;  evaporated 
and  condensed  milk  (plain  or  sweet¬ 
ened)  ;  nonfat  dry  milk,  dry  whole 
milk,  condensed  or  dry  buttermilk;  and 
any  other  products  not  specified  as  Class 
I  mi^k. 

The  health  ordinances  applicable  in 
the  marketing  area  do  not  require  that 
these  products  be  made  from  Grade  A 
milk.  The  cities  of  Madison  and  La¬ 
crosse  have  ordinances  with  respect  to 
Grade  A  milk  used  in  cottage  cheese. 
Cottage  cheese  made  from  ungraded 
milk  is  distributed  in  all  other  portions 
of  the  recommended  marketing  area 
in  competition  with  cottage  cheese  made 
from  Grade  A  supplies.  Cottage  cheese 
made  from  ungraded  milk  can  be  dis¬ 
tributed  in  Madison  and  LaCrosse  if  the 
container  does  not  bear  a  Grade  A 
label. 

Handlers  have  inventories  of  milk  and 
milk  products  at  the  beginning  and  end 
of  each  month  which  enter  into  the  ac¬ 
counting  for  current  receipts  and  utiliza¬ 
tion.  The  accounting  procedure  would 
be  facilitated  by  providing  that  month- 
end  inventories  of  fluid  milk  products 
be  classified  in  Class  II  milk.  Such  in¬ 
ventories  would  be  subtracted,  under  the 
proposed  allocation  procedures,  from  any 
available  Class  n  milk  in  the  following 
month.  TTie  higher  use  value  of  any 
fluid  milk  products  in  inventory  which 
are  allocated  to  Class  I  milk  in  the 
following  month  should  be  reflected  in 
returns  to  producers.  The  attached 
order  provides  for  the  reclassification  of 
inventories  on  that  basis. 

Inventories  should  include  all  the  skim 
milk  and  butterfat  in  bulk  and  packaged 
fluid  milk  products.  Since  the  disposi¬ 
tion  of  skim  milk  and  butterfat  in  non¬ 
fluid  milk  products  has  been  accounted 
for  when  used  to  produce  a  manu¬ 
factured  dairy  product  (and  classified  as 
Class  n  milk),  such  skim  milk  and 
butterfat  should  not  be  included  in 
inventories. 

Inventories  of  fluid  milk  products  on 
hand  at  a  plant  at  the  beginning  of  any 
month  during  which  such  plant  becomes 
a  regulated  plant  for  the  first  time  should 
be  allocated  to  any  available  CHass  n 
utilization  of  the  plant  during  the 
month.  This  will  preserve  the  priority 


of  assignment  of  current  produce  mm. 
receipts  to  current  Class  I  use 

Skim  milk  in  fluid  milk  nnyw 
dumped  or  sold  for  livestock  feed  SS 
be  classified  as  Class  n  milk.  Su<S^ 
lets  often  represent  the  most  efflcJi 
means  for  disposing  of  surplus  SS 
milk.  Transportation  and  hanSI 
costs  are  such  that  it  is  uneconomiS 
ship  relatively  small  quantities  oTun* 
needed  skim  milk  to  trade  ouUets^ 
surplus  skim  milk. 

It  would  not  be  practicable  to  permit 
in  an  unlimited  manner  the  dumpineS 
skim  milk  by  pool  plant  harStem 
Neither  would  it  be  appropriate  to  cli 
sify  such  skim  milk,  for  which  no  bS 
outlet  is  available,  in  other  than  cite 
II.  Accordingly,  the  order  should  cleaS 
specify  a  Class  n  classification  for  Aim 
milk  dumped,  provided  that  the  markS 
administrator  is  notified  in  advance  and 
afforded  the  opportunity  to  verify  the 
dumping. 

No  provision  should  be  made  for  cla^ 
sifying  as  Class  n  milk  the  butterfat  in 
fiuid  milk  products  which  is  dmnped  of 
disposed  or  for  livestock  feed.  Butter, 
fat  in  fluid  milk  products  is  generalij 
salvageable,  can  be  accumulated  in  the 
form  of  cream,  and  adequate  outlets  are 
available  for  utilizing  such  butterfat  in 
manufactured  dairy  products. 

Waste  and  loss  of  skim  milk  and  tnit- 
terfat  experienced  in  plant  operation* 
are  referred  to  as  “shrinkage”.  Since 
shrinkage  represents  disappearance  of 
milk  for  which  the  handler  must  account 
but  for  which  no  direct  return  is  realized, 
it  should  be  considered  as  Class  n  milk 
to  the  extent  that  the  amount  is  reason¬ 
able  and  is  not  the  result  of  incomi^te 
or  faulty  records. 

The  maximum  shrinkage  allowance  in 
Class  II  at  each  plant  should  be  2.0  p^- 
cent  of  producer  milk  (except  that  di- 
verted  to  a  nonpool  plant  or  on  whkh  a 
cooperative  association  is  the  handle), 
plus  1.5  percent  of  producer  rece^it* 
from  a  cooperative  as  a  handler  and  bulk 
fluid  milk  products  from  pool  plants  and 
less  1.5  percent  of  bulk  fluid  milk  prod¬ 
ucts  transferred  to  other  plants.  How- 
ever,  if  a  handler  receiving  bulk  tank 
milk  from  a  cooperative  associaticm  as  a 
handler  notifies  the  market  administra¬ 
tor  that  he  is  purchasing  such  milk  on 
the  basis  of  farm  weights,  the  allowable 
shrinkage  should  be  2.0  percent. 

Plants  which  are  operated  in  a  rea¬ 
sonably  efficient  manner  and  for  which 
accurate  records  of  receipts  and  utiliza¬ 
tion  are  maintained  should  not  have 
plant  losses  in  excess  of  the  maximums 
provided.  Any  shrinkage  in  excess  of 
the  maximums  should  be  classified  as 
Class  I  milk.  This  is  reasonable  and 
necessary  to  strengthen  the  classified 
pricing  plan  and  will  tend  to  encourage 
maintenance  of  adequate  records  and 
efficient  handling  of  milk. 

To  avoid  duplicate  shrinkage  allow¬ 
ance  on  interpool  plant  movements  of 
milk,  shrinkage  should  be  based  on  the 
amount  that  receipts  from  other  pool 
plants  are  in  excess  of  transfers  to  sudi 
plants.  No  shrinkage  should  be  allowed 
on  milk  diverted  to  nonpool  plants. 

There  should  be  no  limitation  on  the 
classification  of  shrinkage  of  other  source 
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iiir  as  Class  n  milk.  It  was  not  shown 
w  such  limitation  is  necessary  under 
K  nrooosed  order  to  adequately  safe- 
y  pr^ucer  milk  priority  in  Class  I 

''  milk  and  butterfat  are  not  used 
most  products  in  the  same  proportions 
.  Mntained  in  the  milk  received  from 
ffrmers  and,  therefore,  should  be  classi- 
Sd  according  to  their  separate  uses. 
The  skim  milk  and  butterfat  content  of 
mUk  products  received  and  disposed  of 
STs  handler  can  be  determined  through 
pirtain  testing  procedures.  Some  prod- 
Mts  such  as  ice  cream  and  condensed 
nroducts  present  a  difficult  problem  of 
Lting  in  tha^  some  of  the  water  con- 
Sned  in  the  milk  has  been  removed.  It 
Is  desirable  in  the  case  of  such  products 
to  provide  an  acceptable  means  of  as- 
jgrtaining  the  amount  of  skim  milk  and 
butterfat  used  to  produce  such  products. 
The  accounting  procedure  to  be  used  in 
the  case  of  any  concentrated  milk  prod¬ 
uct  such  as  condensed  milk  or  nonfat 
dry  milk  should  be  based  on  the  pounds 
of  milk  or  skim  milk  required  to  produce 
such  product. 

Butterfat  and  skim  milk  used  to  pro¬ 
duce  Class  n  products  should  be  con¬ 
sidered  to  be  disposed  of  when  so  used. 
Handlers  will  need  to  maintain  stock  rec¬ 
ords  on  such  products,  however,  to  per¬ 
mit  audit  of  their  utilization  records  by 
the  market  administrator.  Class  11 
products  from  any  source  used  in  the 
production  of  any  product,  including 
products  in  Class  I  milk,  should  be  con¬ 
sidered  to  be  a  receipt  of  other  somce 
mii.  This  will  maintain  priority  of 
assignment  of  current  receipts  of  pro¬ 
ducer  milk  to  Class  I  utilization. 

Each  handler  must  be  held  responsible 
for  a  full  accounting  of  all  his  receipts 
of  skim  milk  or  butterfat  in  any  form 
A  handler  who  first  receives  milk  from 
dairy  farmers  should  be  responsible  for 
establishing  the  classification  of  and 
Dicing  payment  for  such  milk.  Fixing 
responsibilities  in  this  manner  is  neces¬ 
sary  to  effectively  administer  the  pro¬ 
visions  of  the  order. 

Except  for  the  quantities  of  shrinkage 
that  may  be  classified  in  Class  n,  all  skim 
milk  and  butterfat  for  which  the  handler 
cannot  establish  utilization  should  be 
classified  as  Class  I  milk.  This  provision 
is  necessary  to  remove  any  advantage 
that  might  accrue  to  handlers  who  fail 
to  keep  complete  and  accurate  records 
and  to  assure  that  dairy  farmers  receive 
payment  for  their  milk  on  the  basis  of 
its  use.  Accordingly,  the  burden  of  proof 
should  be  on  the  handler  to  establish  the 
utilization  of  any  milk  as  other  than 
Class! 

Transfers.  Classification  of  butterfat 
and  skim  milk  used  in  the  production  of 
Class  n  milk  items  should  be  considered 
to  have  been  established  when  the  prod¬ 
uct  is  made.  Classification  of  Class  I 
milk  should  be  established  when  the  but¬ 
terfat  or  skim  milk  is  disposed  of.  How¬ 
ever,  some  Class  I  items  may  be  disposed 
of  to  other  plants  for  Class  II  use.  Clas- 
^cation  of  any  product  so  transferred 
to  another  plant  should,  under  certain 
circumstances,  be  determined  according 
w  its  utilization  in  the  plant  to  which 
transferred. 


Fluid  milk  products  transferred  by  a 
handler  to  a  pool  plant  should  be  clas¬ 
sified  as  Class  I  milk  unless  utilization 
as  Class  II  milk  is  claimed  for  both  plants 
on  the  reports  submitted  for  the  month 
to  the  market  administrator.  However, 
sufficient  Class  H  utilization  must  be 
available  at  the  transferree  plant  for 
such  assignment  after  prior  allocation 
of  shrinkage  and  other  source  milk. 
Moreover,  if  other  source  milk  has  been 
received  at  either  or  both  plants  during 
the  month,  the  skim  milk  or  butterfat 
in  fluid  milk  products  involved  in  such 
transfer  should  be  classified  at  both 
plants  so  as  to  allocate  the  greatest  pos¬ 
sible  Class  I  utilization  to  the  producer 
milk  at  both  plants. 

Fluid  milk  products  transferred  or  di¬ 
verted  to  a  nonpool  plant  should  be  clas¬ 
sified  as  Class  I  milk  unless  the  operator 
of  the  nonpool  plant,  if  requested,  makes 
his  books  and  records  available  to  the 
market  administrator  for  the  purpose  of 
verifying  the  receipts  and  utilization  of 
milk  in  such  nonpool  plant.  Provision 
for  verification  by  the  market  adminis¬ 
trator  is  reasonable  and  necessary  to  in¬ 
sure  proper  application  of  the  classifica¬ 
tion  procedures  prescribed  in  the  order. 

In  order  to  classify  such  transfers  or 
diversions  as  Class  II  milk  the  fiuid  milk 
products  disposed  of  from  the  receiving 
nonpool  plant  may  not  exceed  the  re¬ 
ceipts  of  skim  milk  and  butterfat  in 
Grade  A  milk  received  during  the  month 
from  dairy  farmers  directly  supplying 
such  plant.  However,  if  the  fiuid  milk 
products  disposed  of  from  the  receiving 
nonpool  plant  exceed  the  receipts  of  skim 
milk  and  butterfat  in  Grade  A  milk  from 
dairy  farmers  regularly  supplying  such 
plant,  the  difference  should  be  assigned 
to  the  fiuid  milk  products  transferred  or 
diverted  from  the  regulated  plant  and 
classified  as  Class  I  milk.  If  the  trans¬ 
fers  and  diversions  to  the  nonpool  plant 
during  the  month  are  from  two  or  more 
plants  subject  to  the  provisions  of  this 
or  other  orders  issued  pursuant  to  the 
Act,  the  skim  milk  and  butterfat  as¬ 
signed  to  Class  I  milk  at  each  such  reg¬ 
ulated  plant  under  the  Madison  order 
should  be  not  less  than  that  obtained 
by  prorating  the  assignable  Class  I  milk 
at  the  nonpool  plant  over  the  receipts 
from  all  plants  subject  to  the  provision 
of  this  and  other  orders  issued  pursuant 
to  the  Act. 

The  method  herein  recommended  for 
classifying  transfers  and  diversions  to 
nonpool  plants  accords  equitable  treat¬ 
ment  to  order  handlers  and  gives  appro¬ 
priate  recognition  to  handlers  in  other 
regulated  markets  in  the  classification  of 
milk  transferred  to  a  common  nonpool 
plant.  Giving  priority  to  dairy  farmers 
directly  supplying  a  nonpool  plant  rec¬ 
ognizes  that  they  are  the  regular  and 
dependable  source  of  supply  of  milk  for 
fiuid  use  at  such  plant.  The  proposed 
method  of  classification  will  safeguard 
the  primary  functions  of  the  transfer 
provision  of  the  order  by  promoting  or¬ 
derly  disposal  of  reserve  supplies  and  in 
assuring  that  shipments  to  nonpool 
plants  will  be  classified  in  an  equitable 
manner. 

The  provision  for  classifying  fiuid  milk 
products  as  Class  II  milk  should  not  be 


extended  to  include  milk,  skim  milk,  and 
cream  transferred  or  diverted  to  nonpool 
plants  located  more  than  150  miles  by  the 
shortest  highway  distance  from  the 
nearer  of  the  City  Halls  of  La  Crosse  and 
Madison.  The  area  thus  described  is 
adequate  to  dispose  of  milk,  skim  mUk, 
and  cream  not  needed  by  order  handlers 
for  Class  I  purposes.  Milk,  skim  milk 
and  cream  moving  greater  distances  are 
normally  for  Class  I  use. 

Limiting  the  area  in  this  manner  will 
protect  the  diversion  provisions  of  the 
order.  A  larger  area  than  that  provided 
could  encourage  handlers  to  associate  by 
diversion  additional  producers  with  the 
market  permitting  them  to  share  in  the 
marketwide  pool  while  most  of  the  milk 
of  such  producers  could  be  withheld  from 
fiuid  uses  and  be  used  for  Class  H  pur¬ 
poses  at  unregulated  plants  not  a  part  of 
this  market. 

As  stated  elsewhere  in  this  decision, 
any  fiuid  milk  product  transferred  to  a 
producer-handler  should  be  classified  in 
Class  I  and  should  not  be  subject  to 
reclassification. 

Allocation.  The  order  provides  for  de¬ 
termining  the  value  of  Grade  A  milk 
receipts  from  dairy  farmers  at  a  plant 
each  month  on  the  basis  of  the  classifica¬ 
tion  of  such  milk.  It  is  necessary,  there¬ 
fore,  if  a  plant  has  other  receipts  of  but¬ 
terfat  or  skim  milk,  to  determine  the 
order  of  assignment  of  milk  from  all 
sources  to  each  clsissification. 

The  milk  of  dairy  farmers  who  are 
primarily  engaged  in  supplying  the  mar¬ 
ket  should  be  given  priority  in  the  as¬ 
signment  to  the  Class  I  utilization  at 
regulated  plants.  This  is  necessary  to 
insure  the  stability  of  the  classified  pric¬ 
ing  program  of  the  order.  If  the  order 
permitted  handlers  to  obtain  unpriced 
other  source  milk  for  Class  I  uses  when¬ 
ever  it  was  advantageous  to  dp  so  while 
producer  milk  in  the  plant  was  utilized 
in  Class  H,  the  market  would  be  deprived 
of  a  dependable  supply  of  milk  and  the 
order  would  not  be  effective  in  carrying 
out  the  purpose  of  the  Act. 

Packaged  fiuid  milk  products  subject 
to  pricing  under  another  Federal  order 
should  be  allocated  to  Class  I  milk.  This 
will  have  the  effect  of  giving  the  same 
treatment  to  such  items  moved  from  a 
plant  imder  another  Federal  order 
whether  distributed  directly  to  con¬ 
sumers  in  the  marketing  area  from  such 
plant  or  imported  through  a  plant  reg¬ 
ulated  under  the  proposed  order. 

In  genera!  the  allocation  procedure 
requires  that  skim  milk  and  butterfat, 
respectively,  in  each  plant  be  assigned  to 
producer  milk  after  making  the  follow¬ 
ing  deductions  from  gross  utilization 
starting  with  Class  H  milk,  except  as 
otherwise  noted: 

(1)  Fluid  milk  products  in  consumer 
packages  (containers  not  larger  than  a 
gallon)  subject  to  pricing  under  another 
order  (from  Class  I) ; 

(2)  Other  source  milk  not  subject  to 
Class  I  pricing  provisions  of  another 
order; 

(3)  Other  soiirce  milk  in  bulk  subject 
to  pricing  under  another  order; 

(4)  Beginning  inventory; 

(5)  Receipts  from  other  handlers  (ac¬ 
cording  to  classification) ;  and 
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(6)  Overage. 

(c)  Class  prices. 

Class  I  price.  The  price  for  Class  I 
milk  should  be  computed  by  adding  a 
differential  to  a  basic  formula  price. 

The  method  of  adding  a  differential 
to  a  basic  formula  price  in  determining 
the  Class  I  price  is  necessary  to  give 
appropriate  consideration  to  the  eco¬ 
nomic  factors  underlying  changes  in  the 
general  level  of  prices  for  milk  and  man¬ 
ufactured  dairy  products.  Prices  for 
milk  used  for  fluid  purposes  in  the  rec¬ 
ommended  marketing  area  have  a  direct 
realtionship  to  the  prices  paid  for  milk 
used  for  manufacturing  purposes. 

Differentials  over  manufacturing  milk 
prices  are  necessary  to  cover  the  extra 
costs  of  meeting  quality  requirements  in 
the  production  of  market  milk  and  trans¬ 
portation  costs  to  the  fluid  market,  and 
to  furnish  the  necessary  incentive  for 
dairy  farmers  to  produce  and  deliver  an 
adequate  supply  of  quality  milk  to  meet 
the  demand  for  fluid  consumption. 

The  Class  I  price  should  be  established 
at  a  level  which,  in  conjunction  with  the 
Class  n  price  hereinafter  concluded  to 
be  appropriate,  will  result  in  retxims  to 
producers  high  enough  to  maintain  an 
adequate,  but  not  excessive,  supply  of 
quality  milk  to  meet  the  requirements  of 
consumers,  including  the  necessary  re¬ 
serves.  Class  I  prices  must  also  be  in 
alignment  with  those  prevailing  in  other 
nearby  regulated  markets  and  should 
not  be  at  levels  which  exceed  the  cost  of 
obtaining  milk  of  acceptable  quality  and 
regular  availability  from  alternative 
sources. 

Proper  recognition  must  be  given  to 
the  prices  at  which  alternative  sources 
of  supply  are  available,  particularly  since 
any  milk  plant  wherever  located  may  by 
meeting  the  prescribed  qualifications  be¬ 
come  a  pool  plant  imder  the  proposed 
order.  It  is  necessary,  therefore,  that 
the  Class  I  price  under  this  order  be  at 
levels  which  will  not  bring  the  cost  of 
such  milk  above  the  cost  of  obtaining 
regular  and  dependable  Grade  A  milk 
supplies  from  other  areas. 

The  predominant  overlapping  of  sales 
and  production  areas  of  the  proposed  or¬ 
der  is  with  the  Chicago  order.  Sales 
are  also  made  in  the  proposed  Madison 
marketing  area  by  handlers  regulated 
under  other  nearby  orders. 

Primary  consideration  should  be  given 
to  the  location  of  the  Madison  area  in  the 
Chicago  milkshed  in  establishing  the 
Madison  Class  I  price  level.  The  Mil¬ 
waukee  marketing  area,  also  located  in 
the  Chicago  milkshed,  has  a  Class  I 
price  structure  closely  aligned  with  that 
of  Chicago.  Providing  such  alignment 
for  the  proposed  Madison  order  is  no  less 
appropriate. 

The  buying  and  selling  prices  of  han¬ 
dlers  under  the  Chicago  order  are  im¬ 
portant  factors  in  determining  the  avail¬ 
ability  of  supplies  and  the  prices  which 
will  be  paid  for  milk  in  the  Madison  mar¬ 
keting  area.  The  Chicago  milkshed  is 
an  area  of  heavy  milk  production  and 
milk  from  plants  in  this  milkshed  is 
shipped  great  distances,  principally  in 
bulk.  Packaged  fluid  milk  products  also 
are  sold  over  a  wide  area  from  the  plants 
of  Chicago  handlers  in  competition  with 


milk  distributed  by  Madison  handlers. 
Such  packaged  products  are  distributed 
regularly  by  Dean  Milk  Company  on 
routes  in  the  city  of  Madison,  a  distance 
of  85  miles  from  its  plant  in  Chemung, 
Illinois.  The  Pure  Milk  Association 
from  a  plant  at  Kansasville,  Wisconsin, 
moves  packaged  products  regularly  to  its 
distributing  station  in  Watertown,  Wis¬ 
consin.  Such  products  are  then  dis¬ 
tributed  on  routes  in  the  Madison 
marketing  area. 

Chicago  supply  plants  are  located 
throughout  the  proposed  Madison  mar¬ 
keting  area.  These  plants,  located  70  to 
over  355  miles  from  Chicago  (Zones  2  to 
21),  represent  potential  sources  of  sup¬ 
ply  for  handlers  who  would  be  regulated 
by  the  Madison  order. 

The  Chicago  order  Class  I  price  per 
hundredweight  of  milk  containing  3.5 
percent  butterfat  is  computed  by  adding 
a  differential  to  a  basic^  formula  price 
and  adding  or  subtracting  a  supply- 
demand  adjustment.  The  Class  I  dif¬ 
ferential  added  to  the  basic  formula  price 
averages  90  cents  on  an  annual  ba^  at 
plants  in  the  zone  55-70  miles  from  the 
Chicago  City  Hall. 

A  decision  of  the  Under  Secretary 
issued  February  21,  1962  (of  which  oflB- 
cial  notice  is  taken),  provides  that  the 
Chicago  order  basic  formula  price  should 
be  the  average  of  the  prices  paid  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Wisconsin  and  Minnesota,  as  reported 
by  the  Department.  Such  basic  formula 
price,  which  is  an  appropriate  measure 
of  the  value  of  milk  produced  for  manu¬ 
facturing  purposes  throughout  this  area, 
should  be  used  in  this  order  to  obtain 
the  necessary  alignment  of  Class  I  milk 
prices  in  the  area. 

Producers  proposed  that  the  Class  I 
price  for  milk  received  from  dairy  farm¬ 
ers  at  plants  in  the  marketing  area  be 
the  Chicago  Class  I  price  (55-70  mile 
zone)  plus  9  cents.  This  price  would  be 
decreased  by  a  location  adjustment  ap¬ 
plicable  only  to  plants  located  outside 
the  marketing  area.  This  level  of  prices 
would  tend  to  create  disalignment  of 
prices  at  plants  under  this  and  the  Chi¬ 
cago  order. 

Class  I  prices  under  this  order  should 
recognize  that  the  Chicago  order  prices, 
adjusted  for  location  throughout  the 
milkshed,  are  an  important  factor  in 
pricing  milk  in  this  region.  The  Madi¬ 
son  marketing  area  is  in  the  milkshed  of 
the  Chicago  market.  These  markets  are 
so  interrelated  that  a  close  correlation 
of  Class  I  prices  is  essential  for  orderly 
marketing  conditions  and  to  minimize 
uneconomic  shifts  of  producers  and 
plants  between  the  markets. 

The  Madison  Class  I  price  should  be 
established  at  an  annual  average  of  88 
cents  above  the  basic  formula  price.  The 
Class  I  price  thus  obtained  would  be  in¬ 
creased  or  decreased  by  the  supply- 
demand  adjustment  employed  under  the 
Chicago  order. 

Madison,  which  is  approximately  140 
miles  from  Chicago,  is  the  principal  city 
from  which  milk  is  distributed  in  the  pro¬ 
posed  marketing  area.  The  Class  I  price 
should  be  announced  for  milk  received  at 
plants  70  to  145  miles  from  Chicago  (Chi¬ 
cago  Zones  2-6) .  The  plants  of  the  prin¬ 


cipal  distributors  in  Madison  are  in  tv 
terrltora  It  represents  the 
concentration  of  producer  deliveries  aS 
the  principal  point  from  which  fluid  mnJ 
products  are  distributed  throughout^ 
marketing  area.  The  Class  I  prices^ 
other  locations  should  be  adjusted  hi 
location  differentials  as  hereinafter  S 
forth. 

The  Chicago  order  Class  I  price  dif 
ferential  of  90  cents  is  varied  seasonall,' 
Similar  seasonality  of  pricing  shoiJdbe 
followed  in  this  order.  The  MadisoS 
differential  should  provide  $1.08  August 
through  November,  68  cents  MaS 
through  June  and  88  cents  in  all  other 
months. 

The  Madison  price  as  recommended 
will  provide  appropriate  alignment  with 
the  Chicago  Class  I  price  after  giving 
consideration  to  the  relative  hauling  co^ 
to  Madison  from  the  various  nearby  CW. 
cago  order  plants  and  will  not  place 
Madison  handlers  at  a  disadvantage  in 
competing  for  sales  with  hangers  regu. 
lated  by  the  Chicago  order. 

Class  II  price.  The  Class  EL  price 
should  be  the  average  price  per  hundi^. 
weight  for  manufacturing  grade  milk 
f.o.b.  plants  in  Wisconsin  and  Minnesota 
as  reported  by  the  United  States  Depart¬ 
ment  of  Agriculture.  This  will  m-ovide  a 
Class  II  price  at  the  same  level  as  the 
price  for  reserve  milk  under  the  Chicago 
order.  OfQcial  notice  is  taken  of  the 
amendment  to  the  Chicago  order  effec¬ 
tive  September  1,  1961  (26  Fit.  7957). 
This  amendment  provides  for  using  the 
Minnesota-Wisconsin  price  as  the  Class 
ni  price  under  the  Chicago  order. 

The  pricing  of  reserve  milk  herdn 
recommended  will  reflect  the  competitive 
value  of  reserve  milk  utilized  for  manu¬ 
facturing  purposes  in  the  area. 

Elsewhere  in  this  decision,  the  xieed 
for  maintaining  an  alignment  with  the 
Chicago  Class  I  price  is  emphasiaed. 
Alignment  of  reserve  milk  prices  between 
the  two  orders  is  equally  necessary.  The 
Class  II  price  should  be  at  such  a  level 
that  handlers  will  accept  and  maricet 
whatever  quantities  of  milk  in  excess  of 
Class  I  needs  may  arise  from  time  to 
time.  The  price,  however,  should  not 
be  so  low  that  handlers  will  be  encour¬ 
aged  to  procure  milk  supplies  solely  for 
the  purpose  of  converting  them  into 
Class  II  products. 

Producers  proposed  that  the  price  for 
Class  n  milk  be  the  higher  of  the  aver¬ 
age  prices  paid  by  specified  Midwestern 
condenseries  or  the  price  computed  by 
a  butter-powder  formula.  The  butter- 
powder  price  proposed  would  be  com¬ 
puted  by  subtracting  75.2  cents  from  the 
sum  of  the  amount  obtained  by:  (1) 
multiplying  by  4.24  the  average  of  the 
daily  wholesale  prices  of  Gra(Je  AA  (93- 
score)  butter  at  Chicago  during  the 
month,  and  (2)  multiplying  by  8.2  the 
weighted  average  of  carlot  prices  per 
pound  for  spray  process  nonfat  dry  milk 
at  manufacturing  plants  in  the  Chicago 
area  for  the  period  from  the  26th  day  of 
the  immediately  preceding  month  to  the 
25th  day  of  the  current  month. 

Certain  shortcomings  are  currently 
involved  in  the  use  of  a  butter-powder 
formula  for  the  pricing  of  reserve  milk 
The  fact  that  all  milk  received  by  s 
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ndler  Is  not  used  exclusively  in  butter 
^  lewder  production  necessarily 
tltot  some  allocation  of  costs  must 
Sf  Mde  to  various  operations.  Such 
SSnt  costs  are  not  always  subject  to 
SSse  measurement  or  analysis.  Pur- 
th^ore,  formula  pricing  tends  to  lag 
hSnd  changes,  in  costs  and  technology 
JS  could  not  be  reflected  in  the  for¬ 
mula  price  until  appropriate  order 
^endment  action  could  be  made, 
^rmula  prices,  which  are  derived 
from  speciflc  product  prices  are  not 
consistently  aligned  with  prices  for 
manufacturing  grade  milk.  During  the 
four  months  of  September  through  De¬ 
cember  1960,  the  Midwest  condensery 
prices,  in  response  to  increased  competi- 
for  manufacturing  supplies,  ex¬ 
ceeded  the  proposed  butter-powder  prices 
by  24,  35.  41  and  50  cents,  respectively. 
During  the  same  period  of  1959,  the 
butter-powder  formula  exceeded  the 
Midwest  condensery  price  by  two  cents 
in  September  and  during  October 
through  December,  the  Midwest  conden- 
sery  price  exceeded  the  butter-powder 
price  by  eight,  seven  and  sixteen  cents, 
respectively. 

The  competitive  pay  price  series  pro¬ 
posed  as  an  alternative  in  determining 
the  Class  II  price  is  the  Midwest  con¬ 
densery  price  series.  Currently  prices 
are  received  from  only  nine  locations, 
two  in  Michigan  and  seven  in  Wisconsin. 
Originally,  there  were  18  plants  or  places 
reporting  prices,  but  the  number  has 
gradually  dwindled  over  the  years  to  the 
point  where  consideration  of  another 
measure  of  manufacturing  prices  is 
advisable. 

Information  on  the  prices  paid  at 
manufactming  plants  in  Wisconsin  is 
assembled  by  the  State-Federal  Crop 
Reporting  Service.  A  large  number  of 
manufacturing  plants  are  included  in 
the  monthly  sample  on  which  average 
prices  and  butterfat  content  informa¬ 
tion  is  based.  Plant  operators  report  the 
total  pounds  of  manufacturing  grade 
milk  received  from  farmers,  the  total 
butterfat  content  and  total  dollars  paid' 
to  dairy  farmers  for  such  milk,  f.o.b. 
idant.  Similar  information  is  assembled 
for  Minnesota  manufacturing  plants. 
These  prices  are  available  on  a  current 
month  basis  and  are  announced  on  or 
before  the  flfth  day  of  the  following 
month. 

The  Minnesota-Wisconsin  series  for 
manufacturing  grade  milk  reflects  price 
information  in  each  of  the  two  states 
weighted  by  the  proportionate  amount  of 
manufacturing  milk  produced  in  each 
state.  This  series  is  based  upon  a  large 
sample  of  plants  located  in  the  remain¬ 
ing  large  production  area  of  manufac¬ 
turing  grade  milk  in  the  country.  Ap¬ 
proximately  50  percent  of  the  total  man¬ 
ufacturing  grade  milk  sold  off  farms  in 
the  United  States  is  produced  in  these 
two  states.  In  Minnesota,  about  75  per¬ 
cent  of  the  milk  sold  off  farms  is  manu¬ 
facturing  grade  milk,  and  in  Wisconsin 
65  percent  is  manufacturing  grade. 
Competition  for  this  milk  is  strong  in 
both  states.  Consequently,  no  individual 
company  or  group  of  companies  can  have 
a  significant  influence  upon  the  level  of 
prices. 
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The  proposed  butter-powder  formula 
price  in  the  four-year  period  of  1957-60 
averaged  $2.91.  The  Midwest  conden¬ 
sery  pay  price  for  the  four  years  aver¬ 
aged  $3.07.  The  price  for  manufacturing 
grade  milk  f.o.b.  plants  in  Wisconsin  and 
Minnesota,  adjusted  to  a  3.5  percent  but¬ 
terfat  basis  by  the  Chicago  order  pro¬ 
ducer  butterfat  differential  averaged 
$3.06  for  the  four-year  period. 

During  1960  the  average  of  each  of 
these  price  series  per  hundredweight  of 
3.5  percent  milk  was:  butter -powder 
$2.86,  Midwest  condensery  $3.15,  and 
the  Miimesota- Wisconsin  manufacturing 
grade  milk  price  $3.12. 

The  average  of  the  prices  paid  farmers 
in  the  various  states  for  manufacturing 
grade  milk,  as  reported  by  the  United 
States  Department  of  Agriculture,  is  at 
the  weighted  average  butterfat  test  of 
milk  received  at  these  plants.  Since  the 
recommended  class  prices  are  announced 
on  a  3.5  percent  butterfat  basis,  it  is 
appropriate  that  the  announced  Min¬ 
nesota-Wisconsin  prices  for  manufactur¬ 
ing  grade  milk  be  adjusted  to  this  basis 
by  a  differential  equal  to  the  average 
quotation  for  the  month  for  Grade  A 
(92-score)  butter  at  Chicago  times  0.120. 
This  differential  is  used  for  this  purpose 
under  the  Chicago  order. 

Butterfat  differentials.  Separate  clas¬ 
sification  of  skim  milk  and  butterfat 
herein  recommended  requires  that  the 
Class  I  and  Class  n  prices  be  adjusted 
in  accordance  with  the  average  butter¬ 
fat  content  of  milk  in  each  class.  This 
can  be  accomplished  by  using  a  butterfat 
differential  which  will  reflect  differences 
in  value  due  to  variation  in  butterfat 
content  of  producer  milk  utilized  in  each 
product. 

The  value  resulting  from  multiplying 
the  Chicago  butter  price  by  0.120  for 
Class  I  and  0.115  for  Class  II  milk  will 
provide  appropriate  means  for  adjusting 
the  prices  in  this  market  for  each  one- 
tenth  percent  variation  in  the  butterfat 
content  of  milk  used  in  various  products. 
The  use  of  the  Chicago  butter  price  will 
mirror  changes  in  central  market  prices 
for  butterfat  as  they  occur.  The  method 
herein  recommended  for  adjusting  the 
value  of  milk  by  a  butterfat  differential 
for  varying  butterfat  tests  will  result  in 
reasonable  price  alignment  for  milk  of 
the  same  butterfat  content. 

The  various  proposals  for  higher  Class 
I  butterfat  differentials  than  herein 
recommended  would  allocate  more  value 
to  the  butterfat  in  Class  I.  A  number 
of  fluid  milk  products  on  the  market  are 
made  up  of  a  proportionately  high  per¬ 
centage  of  solids  not  fat  (e.g.  fortified  or 
modified  skim  milk).  With  too  high  a 
butterfat  differential,  producers  would 
not  receive  their  appropriate  share  of  the 
Class  I  sales  value  represented  by  the 
solids  not  fat  portion  of  fluid  milk  prod¬ 
ucts.  A  high  butterfat  differential  would 
have  the  effect  of  pricing  cream  for 
Class  I  uses  at  a  high  level.  On  the  other 
hand,  the  butterfat  differential  herein 
recommended  will  give  encouragement 
to  increasing  the  disposition  of  butterfat 
in  Class  I  outlets. 

The  Class  II  butterfat  differential  of 
11.5  percent  of  the  Chicago  butter  price 
herein  proposed  will  facilitate  the  move¬ 
ment  of  butterfat  in  the  reserve  supply 
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of  milk  to  manufactuiteg  outlets  and 
thereby  eliminate  the  potentialities  of 
unstable  marketing  conditions  which 
milk  without  a  market  tends  to  create. 

To  coordinate  the  Class  I  price  and 
Class  I  butterfat  differential  announce¬ 
ment  date,  the  Class  I  differential  shoiild 
be  based  on  the  average  price  of  butter 
in  the  preceding  month.  The  Class  II 
price  and  butterfat  differoitial  will  not 
be  announced  until  after  the  end  of  the 
month  and  should  be  based  on  cmrent 
month  prices.  Although  handlers  will 
not  know  the  exact  cost  of  Class  n  milk 
as  it  is  utilized,  they  will  know  that  their 
costs  tend  to  follow  daily  and  weekly 
dairy  product  prices  and  cost  of  milk  to 
their  principal  competitiors. 

The  butterfat  differential  to  producers 
should  be  calculated  at  the  average  of 
the  Class  I  and  Class  n  butterfat  dif¬ 
ferentials  weighted  by  the  proportion 
of  butterfat  in  producer  milk  classified 
in  each  class  during  the  month.  Thus, 
returns  to  producers  will  refiect  the  ac¬ 
tual  value  of  their  butterfat  at  the  class 
prices  provided  by  the  orders. 

Location  differentials.  Location  dif¬ 
ferentials  should  be  incorporated  in  the 
order  to  provide  an  appropriate  adjust¬ 
ment  of  the  Class  I  and  uniform  prices 
based  on  the  location  of  any  plant  at 
which  producer  milk  is  received. 

The  Class  I  price  for  this  market  is 
related  to  the  Class  I  price  under  the 
Chicago  order.  The  Chicago  Class  I 
price  at  plants  more  than  70  miles  from 
Chicago  is  reduced  by  a  location  adjust¬ 
ment  at  a  rate  of  2  cents  for  each  addi¬ 
tional  15  miles  or  fraction  thereof  plants 
are  located  beyond  70  miles  from  Chi¬ 
cago.  Thus,  the  Chicago  location  ad¬ 
justment  at  plants  in  the  vicinity  of 
Madison  (Chicago  2k>ne  6)  is  minus  10 
cents  and  the  adjustment  at  plants  near 
LaCrosse  (Chicago  Zone  13)  is  minus  24 
cents. 

In  the  Class  I  discussion,  it  is  indicated 
that  Madison  is  the  principal  city  from 
which  milk  is  distributed  throughout  the 
proposed  marketing  area.  As  stated  else¬ 
where,  the  announced  Class  I  price  would 
be  applicable  at  plants  70  to  -145  miles 
from  the  Chicago  City  Hall.  The  Class 
I  price  for  milk  received  at  a  plant  be¬ 
yond  the  145  mile  radius  would  be  de¬ 
creased  2  cents  for  each  15  miles  or 
fraction  thereof  that  such  plant  is  lo¬ 
cated  more  than  130  miles  from  the  Chi¬ 
cago  City  Hall.  For  milk  received  at 
a  plant  less  than  70  miles  from  the  Chi¬ 
cago  City  Hall  the  Class  I  price  would  be 
increased  4  cents. 

The  location  adjustment  applicable  at 
any  plant  in  the  marketing  area  of  this 
order  should  not  be  more  than  8  cents. 
Handlers  operating  plants  at  Madison 
and  handlers  from  LaCrosse  have  ex¬ 
tensive  overlapping  distribution  in  the 
portion  of  the  marketing  area  between 
these  two  cities.  Limiting  the  location 
differential  adjustment  in  this  manner 
will  contribute  to  attaining  appropriate 
alignment  of  Class  I  prices. 

The  Class  I  price  recommended  in  this 
decision  is  closely  related  to  the  Class  I 
price  under  the  Chicago  order,  the  milk- 
shed  of  which  is  an  area  of  heavy  milk 
prcxluction.  Plants  in  this  milkshed,  in¬ 
cluding  those  not  regulated  by  that  or- 
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der,  frequently  supply  the  Class  I  needs 
in  markets  at  relatively  long  distances 
from  Chicago.  A  number  of  plants  imder 
the  Chicago  order  are  potential  and  al¬ 
ternative  sources  of  supply  for  handlers 
in  the  proposed  marketing  area.  The 
South  Central  and  Southwestern  Wis¬ 
consin  Counties  are  areas  of  relatively 
hea^TT  milk  production.  An*  estimated 
750  million  poimds  of  milk  was  produced 
in  Dane  Coimty  alone  in  1959.  Six  Chi¬ 
cago  order  supply  plants  are  located  in 
Dane  County  and  approximately  12  in 
the  other  counties  of  the  marketing  area 
herein  recommended.  Another  area  of 
heavy  milk  production  is  in  the  Wiscon¬ 
sin  counties  bordering  on  the  Minne- 
apolis-St.  Paul  marketing  area.  A  num¬ 
ber  of  unregulated  plants  and  4  Chicago 
order  plants  are  located  in  the  coimties 
of  Barron,  Chippewa  and  Durm  and  are 
potential  sources  of  supply  for  Madison 
handlers. 

The  location  differential  rates  herein 
recommended  are  patterned  after  and 
are  compatible  with  those  applicable 
under  the  Chicago  order.  Such  differ¬ 
entials  recognize  the  geographical  loca¬ 
tion  of  the  Madison  marketing  area  in 
relation  to  the  Chicago  market  and  milk- 
shed  by  maintaining  appropriate  Class  I 
price  relationships  under  the  orders. 
Such  location  adjustments  are  economi¬ 
cally  sound  and  representative  of  the  ' 
cost  of  transporting  milk  to  market  by 
efficient  means. 

Uniform  prices  (except  the  uniform 
price  for  excess  milk)  paid  producers 
supplying  plants  at  which  location  dif¬ 
ferentials  apply  should  likewise  be  ad¬ 
justed  to  reflect  the  value  of  milk  f.o.b. 
the  point  to  which  delivered. 

No  adjustment  should  be  made  in  the 
Class  II  price  because  of  the  location  of 
the  plant  to  which  the  milk  is  delivered. 
There  is  little  difference  in  the  value  of 
milk  for  manufactured  uses  associated 
with  location  of  the  plant  receiving  the 
milk.  This  is  because  of  the  low  cost 
per  himdredweight  of  milk  involved  in 
transporting  manufactured  products. 
The  prices  paid  for  ungraded  milk  re¬ 
ceived  at  various  points  within  the  milk- 
shed  do  not  indicate  any  difference  in 
value  associated  with  location. 

After  a  handler  receives  milk  for  Class 
n  use,  he  may  be  expected  to  handle  and 
dispose  of  the  milk  by  the  most  advan¬ 
tageous  method  possible.  Prices  paid 
producers  for  such  milk  should  not  be 
made  dependent  upon  the  method  em¬ 
ployed  by  the  handler  in  disposing  of 
such  milk.  To  do  otherwise  would  re¬ 
move  part  of  the  incentive  for  keeping 
handling  costs  at  a  minimum. 

To  insure  that  milk  will  not  be  moved 
unnecessarily  at  producers’  expense,  the 
order  should  contain  a  provision  to  de¬ 
termine  whether  milk  transferred  be¬ 
tween  plants  may  receive  the  location 
differential  credit.  This  should  provide 
that,  for  the  purpose  of  calculating  such 
location  differential  credit,  the  skim 
milk  and  butterfat  in  fluid  milk  products 
transferred  in  bulk  be  assigned  to  the 
available  skim  milk  and  butterfat  classi¬ 
fied  in  Class  n  in  the  transferee  plant 
before  being  allocated  to  Class  I  milk  at 
such  plant.  Such  assignment  to  the 
transferer  plant  should  be  made  in  se¬ 


quence  according  to  the  location  dif¬ 
ferential  applicable  at  each  plant,  begin¬ 
ning  with  the  plant  farthest  from  the 
Chicago  City  Hall. 

Use  of  equivalent  prices.  If  for  any 
reason  a  price  quotation  required  by 
these  orders  for  computing  class  prices 
or  for  other  purposes  is  not  available 
in  the  manner  described,  the  market 
administrator  should  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required.  Includ¬ 
ing  such  provision  in  the  order  will  leave 
no  uncertainty  with  respect  to  the  pro¬ 
cedure  which  shall  be  followed  in  the 
absence  of  any  price  quotations  which 
are  customarily  used  and  thereby  pre¬ 
vent  any  unnecessary  interruption  in 
the  operation  of  the  order. 

Payments  on  unpriced  milk.  The  rec¬ 
ommended  order  should  provide  that 
payment  be  made  into  the  producer- 
settlement  fund  on  unpriced  milk  which 
is  allocated  to  Class  I  milk  at  a  pool 
plant. 

Receipt  of  milk  in  excess  of  Class  I 
disposition  is  necessary  to  cooperate  a 
fluid  milk  business.  Because  of  sea¬ 
sonal  fluctuations  in  production  without 
corresponding  changes  in  demand,  this 
excess  or  reserve  milk  must  be  marketed 
in  manufactured  form  in  competition 
with  products  made  from  ungraded  milk. 
The  existence  of  this  reserve  Grade  A 
milk,  which  must  be  marketed  at  a  lower 
price,  is  the  primary  cause  of  the  in¬ 
stability  which  may  affect  fluid  milk 
markets. 

Considerable  volumes  of  Grade  A  milk 
must  be  disposed  of  as  surplus  by  various 
unregulated  plants  from  which  order 
handlers  may  obtain  milk.  Order  han¬ 
dlers  could  obtain  such  milk  in  substan¬ 
tial  volumes  from  nonpool  sources  at 
prices  reflecting  its  value  as  surplus 
milk,  which  prices  would  approximate 
the  Class  n  price  under  the  order.  The 
compensation  payment  on  other  source 
milk  allocated  to  Class  I  milk  should  be 
the  difference  between  the  minimum 
price  of  producer  milk  used  for  surplus 
(Class  II)  and  the  Class  I  price  ad¬ 
justed  to  the  location  of  the  plant  from 
which  such  other  source  milk  was  re¬ 
ceived  from  farmers.  This  rate  will  re¬ 
flect  generally  the  difference  in  value  be¬ 
tween  unregulated  and  regulated  milk 
for  Class  I  use. 

The  rates  which  are  here  found  to  be 
appropriate  for  the  proposed  order  give 
recognition  to  general  competitive  con¬ 
ditions  in  the  purchase  and  sale  of  fluid 
milk  products.  However,  since  such  con¬ 
ditions  do  not  prevail  uniformly  in  all 
instances  and  since  all  transactions  are 
not  made  under  the  same  circumstances, 
it  would  not  be  administratively  feasible 
to  adjust  prices  for  payments  made  in 
individual  transactions.  It  is  therefore 
necessary  to  have  definite  and  specified 
rates  applicable  to  all  handlers  similarly 
situated.  The  rates  herein  provided  are 
those  which  will  best  effectuate  the  in¬ 
tent  of  the  Act  under  current  marketing 
conditions  in  the  area. 

Other  source  milk  received  in  the  form 
of  nonfat  dry  milk  or  condensed  milk 
should  be  considered  to  be  from  a  source 
at  the  location  of  the  pool  plant  where 
it  is  used.  It  would  not  be  administra¬ 


tively  feasible  to  do  otherwise  becai,- 
concentrated  milk  products  may^Jh 
tained  from  numerous  sources  and  u 
would  not  generally  be  possible  to  ascer 
tain  at  which  plant  location  it  orlS! 
netted. 

A  handler  whose  distributing  niant 
(except  the  plant  of  a  state  educaKi 
institution)  fails  to  qualify  as  a  mo 
plant  should  make  payment  to  the  So 
ducer-settlement  fimd  of  either  (l)  the 
amount  of  Class  I  milk  sold  in  the  mar 
keting  area  multiplied  by  the  different 
between  the  Class  I  and  Clasa  li  price 
or  (2)  the  amount  by  which  total  pay.! 
ments  to  dairy  farmers  are  less  than  the 
total  amount  of  the  plant’s  obligation  to 
producers  which  would  be  computed  as 
if  such  plant  were  a  pool  plant.  Under 
the  first  option  the  amount  of  muir  qq 
which  a  handler  would  make  payment 
should  be  reduced  by  his  receipts  of  Class 
I  milk  from  pool  plants.  Because  such 
milk  would  be  priced  as  Class  I  miiK  at 
the  regulated  plant  where  it  was  received 
from  producers,  the  pool  would  not  be 
disadvantaged  and  the  integrity  of  regu¬ 
lation  would  be  preserved. 

If  the  handler  elects  to  make  payments 
under  the  first  option,  the  regulatory 
plan  will  be  protected  in  the  same  man¬ 
ner  and  to  the  same  extent  as  is  pro¬ 
vided  with  respect  to  compensatory  pay-  . 
ments  on  other  source  milk.  If  the 
handler  chooses  to  pay  the  full  utiliza¬ 
tion  value  of  his  milk  either  directly  to 
his  own  farmers  or  by  combination  of 
payments  to  his  farmers  and  to  the  pro¬ 
ducer-settlement  fund,  he  will  obviously 
not  have  any  advantage  in  terms  of  the 
minimum  order  class  prices  on  his  sales 
of  Class  I  milk  in  the  marketing  area,  for 
his  total  minimum  obligation  for  milk 
will  be  determined  in  exactly  the  same 
way  as  if  he  were  a  fully  regulated 
handler. 

Affording  this  last  option  to  nonpool 
plants  which  distribute  some  Class  I  milk 
in  the  marketing  area  of  the  order  will 
adequately  protect  the  regulatory  plan 
in  this  market.  It  is  expected  that  the 
size  of  handlers  who  would  use  this  op¬ 
tion  is  relatively  small  and  the  prices 
these  handlers  would  be  required  to  pay 
under  the  option  and  the  uniform  price 
payable  by  wholly  regulated  handlers 
would  not  differ  greatly.  Consequently, 
the  exercise  of  this  option  could  not  have 
a  disruptive  influence  on  the  handling 
of  milk  in  this  area.  For  these  reasons, 
it  is  not  necessary,  in  order  to  maintain 
the  integrity  of  the  regulatory  plan  to 
require  these  partially  regulated  plants 
to  make  payments  into  the  producer- 
settlement  fund  if  it  is  ascertained  that 
they  have  paid  their  producers  at  least 
the  total  amount  of  money  which  they 
would  be  required  to  pay  if  they  were 
fully  regulated. 

No  compensation  payment  should  be 
required  on  milk  classified  and  priced  as 
Class  I  under  another  Federal  milk  mar¬ 
keting  order.  The  minimum  prices  for 
Class  I  milk  under  other  Federal  orders 
where  Madison  order  handlers  might  ob¬ 
tain  supplemental  supplies  approximate 
the  recommended  Class  I  price  as  ad¬ 
justed  for  location  of  the  supplying 
plants.  Since  handlers  operating  plants 
under  other  Federal  orders  must  pay  for 
producer  milk  on  a  utilization  basis,  they 
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not  be  in  a  position  to  dispose  of 
iSr  sSlus  producer  milk  in  the  Madi- 
^  iSting  area  for  Class  I  use  at 

^  than  Class  I  prices. 

A  state  educational  institution  should 
he  required  to  make  compensation 
SftLents  on  fluid  milk  products  which 
it  fts  a  handler  disposes  of  on  routes  in 
trinarketing  area.  Such  disposition  is 
pither  for  research  and  educational 
®  poses  or  results  from  milk  so  utilized, 
ft  iwsnot  shown  that  distribution  by 
an  institution  such  as  the  University  of 
Wisconsin  would  have  a  disruptive  in¬ 
fluence  on  the  handling  of  milk  in  the  , 
market  or  that  full  or  partial  regulation 
of  such  an  operation  is  necessary  to 
maintain  the  integrity  of  the  regulatory 
plan. 

(d)  Distribution  of  the  proceeds  to 
producers.  A  marketwide  equalization 
^1  should  be  included  in  the  recom- 
^nded  order  as  a  means  of  distributing 
to  producers  the  proceeds  frc«n  the  sale 
of  their  milk.  Such  a  pool  will  assure  a 
producer  supplying  the  order  market 
that  he  will  receive  a  return  based  on  his 
pro  rata  share  of  the  total  Class  I  sales 
of  such  market.  The  “blend”  price  that 
a  producer  receives  during  eacl)  month 
of  July  through  February,  will  depend 
on  the  overall  utilization  of  all  producer 
milk  received  at  the  pool  plants  of  all 
regulated  handlers  during  such  months. 
During  each  month  of  March  through 
June,  a  “base  and  excess”  plan  should 
be  ui^  to  distribute  to  producers  pay¬ 
ments  for  milk  produced  in  such  month. 
Although  each  handler  will  be  required 
to  pay  uniform  prices  for  producer  milk 
in  accordance  with  the  classification  of 
such  milk,  the  minimum  blend  and  base 
and  excess  prices  to  producers  will  be  the 
same  for  all  producers  under  the  order 
irrespective  of  the  use  made  of  such 
mi^  by  the  individual  handler. 

The  uniformity  of  payments  to  pro¬ 
ducers  which  is  provided  under  a  mar¬ 
ketwide  pool  permits  a  handler  either  to 
maintain  a  manufacturing,  operation  in 
his  plant  to  handle  the  seasonal  and 
d^y  reserve  supplies  of  milk  or  to  limit 
the  operation  at  his  plant  to  the  handling 
of  milk  for  Class  I  purposes  only,  with¬ 
out  affecting  the  blend  prices  payable 
to  his  producers  as  against  other  pro¬ 
ducers  in  the  market.  The  facilities  in 
the  various  plants  in  the  area  for  han¬ 
dling  producer  milk  which  is  in  excess 
of  that  needed  for  Class  I  purposes  vary 
considerably.  While  a  number  of  plants 
in  the  market  are  exclusively  Class  I 
operations  and  handle  little  or  no  sur¬ 
plus  milk,  many  plants  which  would  be 
subject  to  the  order  handle  substantial 
quantities  of  milk  for  manufacturing 
purposes.  Under  these  conditions  a 
marketwide  pool  in  the  Madison  market¬ 
ing  area  will  facilitate  the  marketing  of 
producer  milk.  A  marketwide  pool  will 
it  possible  for  producer  associa¬ 
tions  to  assist  in  diverting  seasonal  re¬ 
serve  milk  and  thus  keep  producers  on 
the  market  who  are  needed  to  fulfill  the 
year-round  requirements  of  the  market. 
R  will  assist  also  in  apportioning  among 
«11  moducers  the  lower  returns  from  re¬ 
serve  milk  where  otherwise  this  burden 
would  be  placed  on  individual  groups  of 
producers.  A  marketwide  pool  will 
thereby  contribute  to  market  stability 
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and  the  attainment  of  an  adequate  and 
dependable  supply  of  producer  milk. 

Producers  proposed  that  a  “base  and 
excess”  plan  be  incorporated  in  the  order 
and  that  producers  be  paid  uniform  base 
and  excess  prices  each  month.  Both  the 
Madison  and  La  Crosse  associations  have 
utilized  base  and  excess  plans  in  paying 
producer-members.  These  plans  were 
used  for  a  number  of  years  to  encourage 
dairy  farmers  to  strive  for  more  even 
production  throughput  the  year.  Base 
and  excess  plans  have  proved  an  effective 
means  of  improving  the  seasonal  pattern 
of  milk  deliveries.  Such  a  plan  appli¬ 
cable  to  all  producers  under  the  order 
will  tend  to  encourage  more  even  pro¬ 
duction  for  the  market  throughout  the 
year. 

The  base  and  excess  plan  herein  rec¬ 
ommended  would  establish  for  each  pro¬ 
ducer  a  base  that  would  depend  upon 
his  deliveries  of  milk  to  pool  plants  dim¬ 
ing  the  months  of  September,  October, 
and  November.  During  these  months,  as 
well  as  all  other  months  in  the  period  of 
July  through  February,  producers  would 
receive  the  marketwide  blend  or  uniform 
price  for  all  milk  which  they  deliver  to 
pool  plants. 

For  each  of  the  months  of  March 
through  June  separate  uniform  prices 
for  base  milk  and  excess  milk  would  be 
computed  so  that  Class  I  sales  would 
first  be  allotted  to  base  milk.  Base  milk 
would  be  milk  received  at  pool  plants 
from  a  producer  during  any  of  the 
months  of  March  through  June  which 
is  not  in  excess  of  an  amount  equal  to 
the  base  of  such  producer  multiplied  by 
the  number  of  days’  production  received 
at  pool  plants  in  such  month.  Class  II 
disposition  in  the  market  would  first  be 
assigned  to  excess  milk.  If  the  aggre¬ 
gate  Class  I  disposition  is  more  than  the 
base  milk  received  from  producers  in 
any  month,  such  additional  Class  I  milk 
would  be  allocated  to  excess  milk  and 
the  excess  milk  price  increased  accord¬ 
ingly. 

The  producer  location  adjustments 
herein  recommended  should  be  applied 
to  prices  paid  producers  for  base  milk. 
Since  excess  milk  will  represent  princi¬ 
pally  producer  milk  classified  in  Class 
n  to  which  no  location  adjustment  is 
applicable,  the  producer  price  for  excess 
milk  should  not  be  subject  to  the  loca¬ 
tion  adjustment  provision  of  the  order. 
The  producer  butterfat  differential  ap¬ 
plicable  to  the  uniform  price  should  be 
used  to  adjust  the  uniform  prices  for 
base  and  excess  milk. 

September,  October,  and  November  are 
months  of  seasonally  low  production  in 
this  market  and  are  the  base-forming 
months  under  the  Chicago  order.  It  was 
proposed  that  August  and  December  be 
included  in  the  base-forming  period.  In 
view  of  the  extensive  overlapping  of  the 
Madison  and  Chicago  milksheds,  how¬ 
ever,  it  would  be  inappropriate  to  pro¬ 
vide  for  a  base-forming  period  different 
from  that  in  tJie  Chicago  order. 

Base  milk  should  not  include  milk  re¬ 
ceived  from  a  farm  from  which  milk  is 
delivered  in  the  same  month  to  a  plant 
at  which  it  is  subject  to  the  classifica¬ 
tion  and  pricing  provisions  of  another 
order  issued  pursuant  to  the  Act.  This 
provision  will  reduce  the  opportunity  for 


a  handler  with  plants  in  other  pools  to 
transfer  producers  with  wider  seasonal 
variation  in  production  to  the  Madison 
pool  during  the  months  of  greatest  sea¬ 
sonal  production,  therelor  reducing  the 
effectiveness  of  the  seasonal  incentive 
plan. 

New  producers  cmning  on  the  market 
during  or  after  the  base-forming  period 
should  be  allotted  bases  even  though 
they  did  not  establish  any  during  the 
preceding  September  through  November 
period.  In  addition,  a  producer  who  de¬ 
livered  milk  during  the  base-forming 
period  but  desires  to  change  his  level  of 
production  should  not  be  required  to  re¬ 
ceive  payment  for  the  higher  production 
at  the  excess  price.  Such  a  producer 
should  be  permitted  to  relinquish  his 
base  and  establish  the  base  of  a  new 
producer  if  he  so  desires.  This  would 
add  greater  fiexibility  to  the  plan  and 
would  accommodate  cases  of  abnormally 
low  production  during  the  base-forming 
period  because  of  unusual  circumstances. 

For  a  producer  who  does  not  deliver 
milk  during  the  base-forming  period,  who 
delivers  less  than  60  dasrs  production 
during  the  base-forming  period  or  vrho 
desires  to  relinquish  an  established  base, 
a  base  for  each  month  of  March  through 
June  would  be  calculated  by  multipl3ring 
his  average  daily  deliveries  to  pool  plants 
in  such  month  by  60  percent  for  March. 

55  percent  for  April  and  50  percent  for 
May  and  June.  The  above  percentages 
are  those  provided  in  the  Chicago  order. 
They  will  allow  new  producers  to  share 
in  the  Class  I  market  during  the  base- 
operating  period  but  will  not  encourage 
new  producers  to  come  cm  the  market  at 
that  time  if  their  production  is  not 
needed  to  supply  the  Class  I  needs  of  the  . 
market.  At  the  same  time,  the  percent¬ 
ages  will  not  be  such  as  to  invite  substan¬ 
tial  numbers  of  producers  to  relniquish 
their  earned  bases. 

On  or  before  February  15  of  each  year 
the  market  administrator  should  notify 
each  producer  and  handler  receiving  milk 
from  such  producer  of  the  base  estab¬ 
lished  by  such  producer.  This  will  pro¬ 
vide  sufficient  time  for  the  market  ad¬ 
ministrator  to  complete  the  extensive 
work  of  calculating  and  announcing 
bases.  Also,  by  being  notified  a  half 
month  before  the  beginning  of  the  pay¬ 
ing  period,  a  producer  will  have  reason¬ 
able  advance  notice  of  what  his  base  will 
be.  The  same  half -month  period  should 
be  allowed  a  producer  for  deciding 
whether  to  relinquish  his  established 
base  for  the  equivalent  of  that  accorded 
a  new  producer. 

If  a  plant  was  a  nonpool  plant  during 
the  preceding  September  through  No¬ 
vember  period  and  became  a  pool  plant 
during  any  of  the  months  of  March 
through  June  of  the  following  year, 
provision  should  be  made  for  assigning 
bases  to  the  dairy  farmers  regularly 
supplying  such  plant.  This  would  be 
effectuated  most  equitably  by  accord¬ 
ing  such  dairy  farmers  Uie  same  treat¬ 
ment  as  other  producers  in  establishing 
bases.  For  the  purpose  of  calculating 
the  base  of  a  producer,  deliveries  of  any 
dairy  farmer  during  tdie  preceding  Sep¬ 
tember  through  Nov^ber  to  a  nonpool 
plant  that  is  a  pool  plant  in  any  of  the 
months  of  March  through  June  would  be 
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considered  producer  milk  received  at  a 
pool  plant. 

Certain  rules  regulating  the  transfer 
of  established  bases  were  proposed  and 
are  adopted  herein.  These  are  pat¬ 
terned  after  the  base  rules  in  the  Chi¬ 
cago  order  and  will  tend  to  promote  bet¬ 
ter  understanding  of  the  base  and  excess 
plan  among  producers  in  the  areas  where 
the  Madison  and  Chicago  milkshed  over¬ 
lap. 

A  producer  should  be  able  to  transfer 
his  base  if  he  sells  his  farm.  In  this  case, 
if  the  producer  disposes  of  his  base,  it 
should  go  with  the  farm  on  which  it  was 
earned.  In  the  event  of  a  producer’s 
death,  provision  should  be  made  for  the 
transfer  of  the  base  upon  written  notice 
to  the  market  administrator  from  any 
member  of  the  producer’s  immediate 
family. 

If  more  than  one  producer  ships  from 
a  farm,  one  base  should  be  computed  for 
the  farm  to  be  allocated  to  each  producer 
according  to  his  share  in  the  sale  of  milk 
from  the  farm,  unless  one  of  the  pro¬ 
ducers  has  a  base  earned  while  he  was 
on  another  farm  and  requests  that  he 
be  allowed  to  retain  such  base.  Provi¬ 
sion  ^ould  also  be  made  for  division  of  a 
jointly  held  base  and  to  allow  a  producer 
to  transfer  credit  towards  establishment 
of  a  base  in  the  same  manner  as  he  may 
transfer  a  base.  These  provisions  will 
facilitate  the  operation  of  the  base  and 
excess  plan  herein  recommended. 

Hie  earliest  date  on  which  this  order 
could  become  effective  would  be  follow¬ 
ing  the  beginning  of  the  base-pasdng 
period  of  March  through  June.  Having 
base  and  excess  provisions  apply  to  pro¬ 
ducers  without  prior  notice  during  the 
base-forming  months  could  result  in 
inequities  among  producers.  It  would  be 
appropriate,  therefore,  to  delay  applica¬ 
tion  of  the  base  and  excess  provisions  of 
the  order  to  shipments  of  these  pro¬ 
ducers  until  July  1,  1962. 

-Payments  to  producers.  Each  handler 
imder  the  order  should  pay  each  pro¬ 
ducer  for  milk  received  from  such  pro¬ 
ducer,  and  for  which  payment  is  not 
made  to  a  cooperative  association,  at  not 
less  than  the  applicable  uniform  price  by 
the  15th  day  after  the  end  of  each 
month. 

Provision  should  be  made  for  a  co¬ 
operative  association  to  receive  payment 
for  the  producer  milk  which  it  causes  to 
be  delivered  to  a  pool  plant.  The  taking 
of  title  to  milk  of  its  members  and  the 
blending  of  the  proceeds  for  the  sale  of 
such  milk  will  tend  to  promote  the 
orderly  marketing  of  milk  and  will  assist 
a  cooperative  association  in  discharging 
its  responsibility  to  its  members  and  to 
the  market.  Such  functions  can  be  ac¬ 
complished  more  expediently  if  the  as¬ 
sociation  is  collecting  pasunents  for  the 
sale  of  members’  milk. 

’The  Act  provides  for  the  payment  by 
handlers  to  cooperative  associations  of 
producers  for  milk  delivered  by  them  and 
permits  the  blending  of  all  proceeds  from 
the  sale  of  members’  milk. 

’The  contracts  with  their  members 
authorize  each  of  the  principal  coopera¬ 
tives  in  the  markets  to  collect  pa3unent 
for  producer  milk.  Therefore,  each 
handler.  If  requested  by  such  coopera¬ 


tive  association,  would  pay  such  associa¬ 
tion  an  amount  equal  to  the  sum  of  the 
individual  payments  otherwise  payable 
to  such  producers.  Handlers  should  be 
required  to  make  such  pa3unents  to  the 
cooperative  association  for  milk  received 
during  the  month  on  or  before  the  13th 
day  of  the  following  month. 

At  the  time  settlement  is  made  for 
milk  received  from  producers  during  the 
month,  the  handler  should  be  required  to 
furnish  to  each  producer  (or  his  co¬ 
operative  association)  a  supporting 
statement.  Such  statement  should  show 
the  pounds  and  butterfat  tests  of  milk, 
received  from  such  producer,  the  rate  of 
payment  for  such  milk  and  a  description 
of  any  deductions  claimed  by  the 
handler. 

Producer-settlement  fund.  All  pro¬ 
ducers  will  receive  payment  at  the  rate 
of  marketwide  uniform  prices  each 
month  and  because  the  pa3unent  due 
from  each  handler  for  producer  milk  at 
the  applicable  class  prices  may  be  more 
or  less  than  he  is  required  to  pay  directly 
to  producers,  a  method  of  equalizing  this 
difference  is  necessary.  A  producer-set¬ 
tlement  fund  should  be  established  for 
this  purpose.  A  handler  whose  obliga¬ 
tion  for  producer  milk  received  during 
the  month  is  greater  than  the  amount  he 
is  required  to  pay  producers  for  such 
milk  at  the  applicable  uniform  prices 
would  pay  the  difference  into  the  pro¬ 
ducer-settlement  fund  and  each  handler 
whose  obligation  for  producer  milk  is  less 
than  the  applicable  uniform  price  values 
would  receive  payment  of  the  difference 
from  the  fund.  Provision  for  the  estab¬ 
lishment  and  maintenance  of  the  pro¬ 
ducer-settlement  fund  as  set  forth  in  the 
attached  order  is  similar  to  that  con¬ 
tained  in  all  other  Federal  orders  with 
marketwide  pools. 

For  efficient  functioning  of  the  pro¬ 
ducer-settlement  fund  a  reasonable  re¬ 
serve  should  be  set  aside  at  the  end  of 
each  month.  This  is  necessary  to  provide 
for  such  contingencies  as  the  failure  of 
a  handler  to  make  payment  of  his 
monthly  billing  to  the  fund  or  the  pay¬ 
ment  to  a  handler  from  the  fund  by 
reason  of  an  audit  adjustment.  The  re¬ 
serve,  which  would  be  operated  as  a  re¬ 
volving  fund  and  adjusted  each  month,  is 
establishad  in  the  attached  order  at 
not  less  than  four  nor  more  than  five 
cents  per  hundredweight  of  producer 
milk  in  the  pool  for  the  month. 

Compensatory  pasmaents  received  by 
the  market  administrator  from  any  han¬ 
dler  would  be  deposited  in  the  producer- 
settlement  fund.  Money  thus  deposited 
would  be  included  in  the  uniform  price 
computation  and  thereby  be  distributed 
to  all  producers  on  the  market. 

(e)  Administrative  provisions.  Provi¬ 
sions  should  be  included  in  the  order 
with  respect  to  the  administrative  steps 
necessary  to  carry  out  the  proposed  regu¬ 
lation. 

In  addition  to  the  definitions  discussed 
earlier  in  this  decision  which  define  the 
scope  of  the  regulation,  certain  other 
terms  and  definitions  are  desirable  in 
the  interest  of  brevity  and  to  assure  that 
each  usage  of  the  term  denotes  the  same 
meaning.  Such  terms  as  are  defined  in 


the  attached  order  are  common  to 
other  Federal  milk  orders.  ^ 

Market  Administrator.  Provision 

should  be  made  for  the  appointment  hS 
the  Secretary  of  a  market  administrator 
to  administer  the  order  and  to  set  forth 
the  powers  and  duties  for  such  agenw 
essential  to  the  proper  functioning 
such  office. 

Records  and  reports.  Provisions 
should  be  included  in  the  order  requirine 
handlers  to  maintain  adequate  records 
of  their  operations  and  to  make  reports 
necessary  to  establish  classification  of 
producer  milk  and  payments  due  there- 
for.  Time  limits  must  be  prescribed  for 
filing  such  reports  and  making  such 
payments. 

Handlers  should  maintain  and  make 
available  to  the  market  administrator 
all  records  and  accounts  of  their  opera¬ 
tions,  together  with  facilities  which  are 
necessary  to  determine  the  accuracy  of 
information  reported  to  the  market  ad¬ 
ministrator  or  any  other  information 
upon  which  the  classification  of  producer 
milk  depends.  The  market  administra¬ 
tor  must  likewise  be  permitted  to  check 
the  accuracy  of  weights  and  tests  of  milk 
and  milk  products  received  and  handled, 
and  to  verify  all  pasunents  required 
under  the  orders. 

Detailed  reports  to  the  market  admin¬ 
istrator  and  complete  records  available 
for  his  inspection  by  all  handlers  would 
be  used  to  determine  whether  the  plants 
of  such  handlers  qualify  as  pool  plants. 
Reports  of  handlers  operating  nonpool 
plants  from  which  fiuid  milk  products 
are  distributed  in  the  marketing  area 
would  also  be  used  by  the  market  admin¬ 
istrator  to  compute  the  amounts  payable 
to  the  producer-settlement  fimd  on  such 
unpriced  milk. 

The  market  administrator  should  re¬ 
port  to  each  cooperative  association, 
upon  request,  the  percentage  of  milk  de¬ 
livered  by  its  members  and  utilized  in 
each  class  at  each  pool  plant  receiving 
such  milk.  For  the  purpose  of  this  re¬ 
port,  the  utilization  of  member  milk  in 
each  handler’s  plant  would  be  prorated  . 
to  each  class  in  the  same  ratio  as  all 
producer  milk  is  allocated  to  each  class 
during  the  month. 

It  is  necessary  that  handlers  retain 
records  to  prove  the  utilization  of  milk 
and  that  proper  pasonents  were  made 
therefor.  Since  books  and  records  of 
all  handlers  cannot  be  completely  au¬ 
dited  immediately  after  receipt  of  the 
milk,  it  becomes  necessary  to  keep  such 
records  for  a  reasonable  period  of  time. 

’The  order  should  provide  limitations 
on  the  period  of  time  handlers  shall  be 
required  to  retain  books  and  records  and 
on  the  period  of  time  in  which  obliga¬ 
tions  under  the  orders  shall  terminate. 
Provision  made  in  this  regard  is  identi¬ 
cal  in  principle  with  the  general  amend¬ 
ment  made  to  all  milk  orders  in  opera¬ 
tion  on  July  30,  1947,  following  the 
Secretary’s  decision  of  January  26,  1949 
(14  F.R.  444).  That  decision,  covering 
the  retention  of  records  and  limitation 
of  claims,  is  equally  applicable  in  this 
situation  and  is  ad(H>ted  as  a  part  of 
this  decision. 

Marketing  services.  Provision  should 
be  made  in  the  order  for  furnishing  mar- 
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.  ^ing  services  to  producers,  such  as 
rprifying  the  tests  and  weights  of  pro- 
Ineer  milk  and  furnishing  market  in¬ 
formation.  These  services  should  be 
nrovided  by  the  market  administrator 
the  cost  should  be  borne  by  produc- 
^  for  whom  the  services  are  rendered. 

«  a  cooperative  association  is  perform- 
such  services  for  its  member  pro- 
^cers  and  is  approved  for  such  activity 
by  the  Secretary,  the  market  administra¬ 
tor  may  accept  this  in  lieu  of  his  own 
service. 

There  is  need  for  a  marketing  service 
program  in  connection  with  the  adminis¬ 
tration  of  the  order  in  this  area.  Or¬ 
derly  marketing  will  be  promoted  by  as¬ 
suring  individual  producers  that  they 
have  obtained  accurate  weights  and  tests 
of  their  milk.  Complete  verification  re¬ 
quires  that  butterfat  tests  and  weights 
of  individual  producer  deliveries  as  re¬ 
ported  by  the  handler  are  proved  to  be 
accurate. 

An  additional  phase  of  the  marketing 
service  program  is  to  furnish  producers 
with  correct  market  information.  Efla- 
ciency  in  the  production,  utilization  and 
marketing  of  milk  will  be  promoted  by 
providing  for  the  dissemination  of  cur¬ 
rent  market  information  on  a  market¬ 
wide  basis  to  all  producers. 

To  enable  the  market  administrator  to 
furnish  these  marketing  services,  pro¬ 
vision  should  be  made  for  a  maximum 
deduction  of  five  cents  per  hundred¬ 
weight  with  respect  to  receipts  of  milk 
from  producers  for  whom  he  renders 
marketing  services.  Comparison  of  the 
number  of  producers  involved  and  the 
expected  volume  of  milk  with  that  of 
markets  of  comparable  size  indicates 
that  this  maximum  rate  is  reasonable 
and  should  provide  the  funds  necessary 
to  conduct  the  program.  If  later  ex¬ 
perience  indicates  that  marketing  serv¬ 
ices  can  be  performed  at  a  lesser  rate, 
provision  is  made  whereby  the  Secretary 
may  adjust  the  rate  downward  without 
the  necessity  of  a  hearing. 

Expense  of  administration.  Each  han¬ 
dler  should  be  required  to  pay  the  mar¬ 
ket  administrator,  as  his  proportionate 
share  of  the  cost  of  administration,  not 
more  than  four  cents  per  hundredweight, 
or  such  lesser  amount  as  the  Secretary 
may  prescribe  on  (a)  producer  milk  (in¬ 
cluding  such  handler’s  own  production) , 
(b)  other  source  milk  (not  subject  to  ad¬ 
ministration  expense  under  another  or¬ 
der)  at  a  pool  plant  which  is  allocated 
to  Class  I  milk,  and  (c)  receipts  at  a 
nonpool  distributing  plant  (except  the 
plant  of  a  state  educational  institution) , 
of  Grade  A  milk  received  from  dairy 
farmers  on  which  no  administration  ex¬ 
pense  is  being  paid  pursuant  to  another 
order. 

The  market  administrator  must  have 
sufficient  funds  to  enable  him  to  ad¬ 
minister  properly  the  terms  of  the  orders. 
The  Act  provides  that  such  cost  of  ad¬ 
ministration  shall  be  financed  through 
an  ^essment  on  handlers.  One  of  the 
duties  of  the  market  administrator  is  to 
verify  the  receipts  and  disposition  of 
milk  from  all  sources.  Equity  in  shar¬ 
ing  the  cost  of  administration  of 
the  order  among  handlers  will  be 
achieved,  therefore,  by  applying  the  ad- 
nhnistrative  assessment  on  the  basis  of 
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Grade  A  milk  received  from  dairy 
farmers  at  a  plant  and  on  other  source 
milk  allocated  to  Class  I  milk. 

If  a  nonpool  handler  from  whose  plant 
Grade  A  milk  is  distributed  in  the  Madi¬ 
son  marketing  area  elects  to  make 
payment  to  the  producer-settlement 
fund  at  the  rate  of  payment  applied  to 
other  source  milk  at  a  pool  plant  (in¬ 
stead  of  making  payment  for  milk  re¬ 
ceived  from  dairy  farmers  according  to 
the  utilization  at  such  plant  at  not  less 
than  the  minimum  order  prices)  the 
audit  of  his  records  by  the  market  ad¬ 
ministrator  would  be  substantially  re¬ 
duced.  Under  such  circumstances,  it 
would  be  necessary  to  ascertain  only  the 
quantities  of  fluid  milk  products  distrib¬ 
uted  in  the  marketing  area  from  such 
plant  during  the  month  and  the  percent¬ 
age  that  such  utilization  is  of  his  total 
receipts  of  Grade  A  milk  from  dairy 
farmers.  In  such  instances  the  admin¬ 
istrative  assessment  would  be  computed 
on  the  basis  of  the  fluid  milk  products 
disposed  of  in  the  marketing  area  from 
the  nonpool  plant. 

In  view  of  the  anticipated  volume  of 
milk  and  the  cost  of  administering 
orders  in  markets  of  comparable  circum-' 
stances,  it  is  concluded  that  an  initial 
rate  of  four  cents  per  hundredweight  is 
necessary  to  meet  administration  ex¬ 
penses  under  the  Madison  order.  Pro¬ 
vision  should  be  made  which  would 
enable  the  Secretary  to  adjust  the  rate 
of  assessment  downward  without  the 
necessity  of  amending  the  order.  This 
should  be  done  at  any  time  that  ex¬ 
perience  indicates  that  a  lesser  rate  will 
provide  sufiBcient  revenue  to  administer 
the  order  properly. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties  in  the  market. 
These  briefs,  proposed  findings,  and  con¬ 
clusions  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above. 

To  the  extent  that  the  suggested  find¬ 
ings  and  conclusions  filed  by  interested 
parties  are  inconsistent  with  the  flndings 
and  conclusions  set  forth  herein,  the  re¬ 
quests  to  make  such  flndings  or  to  reach 
such  conclusions  are  denied  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  order  and  all 
of  the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  Act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which 
affect  market  supply  and  demand  for 
milk  in  the  marketing  area  and  the  min¬ 
imum  prices  specified  in  the  proposed 
marketing  agreement  and  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk,  and  be  in  the 
public  interest;  and 

(c)  The  proposed  marketing  agree¬ 
ment  and  order  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as, 
and  will  be  applicable  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  market¬ 


ing  agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  In  arriving  at 
the  flndings  and  conclusions,  and  the 
regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was  care¬ 
fully  and  fully  considered  in  conjunc¬ 
tion  with  the  record  evidence  pertaining 
thereto.  To  the  extent  ttiat  the  flndings 
and  conclusions,  and  the  regulatory  pro¬ 
visions  of  this  decision  are  at  variance 
with  any  of  the  exceptions,  such  excep¬ 
tions  are  hereby  overruled  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

Marketing  agreement  and  Order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled,  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Madison,  Wis-  ' 
consin.  Marketing  Area”,  and  “Order 
Regulating  the  Handling  of  Milk  in  the 
Madison,  Wisconsin,  Marketing  Area”, 
which  have  been  decided  upon  as  the 
detailed  and  appropriate  means  of  ef¬ 
fectuating  the  foregoing  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 
order  which  will  be  published  with  this 
decision. 

Referendum  order;  determination  of 
representative  period;  and  designation 
of  referendum  agent.  It  is  hereby  di¬ 
rected  that  a  referendum  be  conducted 
among  producers  to  determine  whether 
the  issuance  of  the  attached  order  reg¬ 
ulating  the  handling  of  milk  in  the  Mad¬ 
ison,  Wisconsin,  marketing  area,  is 
approved  or  favored  by  the  producers,  as 
defined  tmder  the  terms  of  the  proposed 
order,  and  who,  during  the  representa¬ 
tive  period,  were  engaged  in  the  produc¬ 
tion  of  milk  for  sale  within  the  afore¬ 
said  marketing  area. 

The  month  of  January  1962  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  conduct  of  such  referendum. 

A.  T.  Radigan  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  (15  P.R.  5177),  such 
referendum  to  be  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued. 

Signed  at  Washington,  D.C.,  on  March 
23,  1962. 

Charles  S.  Murphy, 
Under  Secretary. 

Order  ‘  Regulating  the  Handling  of  Milk 
in  the  Madison,  Wisconsin,  Marketing 
Area 
Sec. 

1051.0  Findings  and  determinations. 

Definitions 

1051.1  Act. 

1051.2  Secretary. 

1051.3  Department. 

1051.4  Person. 

*  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  i»:ocedure  govern¬ 
ing  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 
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195 1 .5  Cooperative  association. 

1051 .6  Madison,  Wisconsin,  marketing  area. 

1051.7  Producer. 

1051.8  Distributing  plant. 

1051. 9  Supply  plant. 

1051.10  Fluid  milk  plant. 

1051.11  Pool  plant. 

1051.12  Nonpool  plant. 

1051.13  Handler. 

1051.14  Producer-handler. 

1051.15  Producer  milk. 

1051.16  Fluid  milk  product. 

1051.17  Other  source  milk. 

1051.18  Route. 

1051.19  Base  milk. 

1051.20  Excess  milk. 

1051.21  Butter  price. 

Market  Administrator 

1051.30  Designation. 

1051.31  Powers. 

1051.32  Duties. 

Reports,  Records  and  Facilities 

1051.35  Reports  of  receipts  and  utilization. 

1051.36  Other  reports. 

1051 B7  Records  and  facilities. 

1051.38  Retention  of  records. 

Classhtcatton 

1051.40  Skim  milk  and  butterfat  to  be 

classified. 

1051.41  Classes  of  utilization. 

1061.42  Shrinkage. 

1051.43  Responsibility  of  handlers  and  re¬ 

classification  of  milk. 

1051.44  Transfers. 

1051.46  C<maputation  of  skim  milk  and 
butterfat  in  each  class. 

1051.46  Allocation  of  skim  milk  and  butter¬ 

fat  classified. 

1051.47  Inventory  reclassification. 

Minimum  Prices 

1061.60  Basic  formula  price. 

1051.51  Class  prices. 

1051.52  Butterfat  differentials  to  handlers. 

1051.53  Location  differentials  to  handlers. 

1051.54  Use  of  equivalent  prices. 

1051.55  Rate  of  payment  on  unpriced  milk. 

Application  op  Prices 

1051.60  Computation  of  value  of  milk  at 

each  pool  plant. 

1051.61  Computation  of  aggregate  value 

used  to  determine  uniform  prices. 

1051.62  Computation  of  uniform  price. 

1051.63  Computation  of  uniform  prices  for 

base  milk  and  excess  milk. 

1051.64  Handlers  operating  nonpool  plants. 

1051.65  Plants  subject  to  other  Federal 

orders. 

Payments  por  Milk 

1051.70  Time  and  method  of  payment. 

1051.71  Butterfat  differential  to  producers. 

1051.72  Location  differentials  to  producers. 

1051.73  Producer-settlement  fund. 

1051.74  Payments  to  the  producer-settle¬ 

ment  fund. 

1051.75  Payments  from  the  producer-settle¬ 

ment  fund. 

1061.76  Adjustment  of  accounts. 

1051.77  Marketing  services. 

1051.78  Expense  of  administration. 

1051.79  Termination 'of  obligations. 

Determination  of  Base 

105130  Base. 

1051.81  Base  rules. 

Effective  Time,  Suspension,  or  Termination 

1051.90  Effective  time. 

1051.91  Suspension  or  termination. 

1051.92  Continuing  power  and  duty  of  the 

market  administrator. 

1051.93  Liquidation  after  suspension  or 

termination. 


MtSCELLANBOUS  PROVISIONS 

Sec. 

1061.100  Separability  of  provisions. 

1051.101  Agents. 

Authobitt:  S§  1061.0  to  1051.101  Issued  un¬ 
der  secs.  1-19,  48  Stat.  81.  as  amended;  7 
U.S.C.  601-674. 

§  1051.0  Findings  and  determinations. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900) ,  a  public  hearing  was  held  upon  a 
proposed  marketing  agreement  and  a 
proposed  order  regulating  the  handling 
of  milk  in  the  Madison.  Wisconsin,  mar¬ 
keting  area.  Upon  the  basis  of  the  evi¬ 
dence  introduced  at  such  hearing  and 
the  record  thereof,  it  is  found  that: 

(1)  The  said  order,  and  all  of  the 
terms  and  conditions  thereof,  will  tend 
to  effectuate  the  declared  policy  of  the 
Act; 

(2)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  are 
such  prices  as  will  refiect  the  aforesaid 
factors,  insure  a  sufficient,  quantity  of 
pure  and  wholesome  milk  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the  han¬ 
dling  of  milk  in  the  same  manner  as.  and 
is  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  or  commer¬ 
cial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this  order, 
are  in  the  current  of  interstate  commerce 
or  directly  burden,  obstruct,  or  affect 
interstate  commerce  in  milk  or  its  prod¬ 
ucts;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  pasunent 
by  each  handler,  as  his  pro  rata  share  of 
such  expense,  4  cents  per  hundredweight 
or  such  amount  not  to  exceed  4  cents 
per  hundredweight  as  the  Secretary  may 
prescribe,  with  respect  to  skim  milk  and 
butterfat  in  (i)  producer  milk  (including 
a  handler’s  own  farm  production),  (ii) 
other  source  milk  at  a  pool  plant  which 
is  allocated  to  Class  I  milk  pursuant  to 
§  1051.46(a)  (3)  and  (4)  and  the  cor¬ 
responding  steps  in  §105 1.46(b) ,  and  (iii) 
subject  to  the  proviso  of  §  1051.78,  re¬ 
ceipts  at  a  nonpool  fiuid  milk  plant  (ex¬ 
cept  the  plant  of  a  state  educational 
institution)  of  Grade  A  milk  from  dairy 
farmers  on  which  no  administration  ex¬ 
pense  has  been  paid  pursuant  to  another 
order  issued  pursuant  to  the  Act. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered,  that  on  and  after  the  effec¬ 
tive  date  hereof,  the  handling  of  milk 
in  the  Madison.  Wisconsin  marketing 


area  shall  be  In  conformity  to  and  ii* 
compUance  with,  the  following  tenns  rm 
conditions:  ^ 

Definitions 

§  1051.1  Act. 

“Act”  means  Public  Act  No.  10  73d 
Congress,  as  amended,  and  as  reenacted 
and  amended  by  the  Agricultural  mS 
keting  Agreement  Act  of  1937 
amended  (7  U.S.C.  601  et  seq.).  ’ 

§  1051.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  or  any  officer  or  employee  of 
the  United  States  authorized  to  exercise 
the  powers  and  perform  the  duties  of  the 
Secretary  of  Agriculture. 

§  1051.3  Department. 

“Department”  means  the  United 
States  Department  of  Agriculture. 

§  1051.4  Person. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association,  insti- 
tution  or  other  business  unit. 

§  1051.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of 
producers  which  the  Secretary  deter¬ 
mines,  after  application  by  t^e  associa¬ 
tion: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  Febru¬ 
ary  18.  1922,  as  amended,  known  as  the 
“Capper- Volstead  Act”;  and 

(b)  To  have  full  authority  in  the  sale 
of  milk  of  its  members  and  is  engaged 
in  making  collective  sales  of  or  market¬ 
ing  milk  or  milk  products  for  its  mem¬ 
bers. 

§  1051.6  Madison.  Wisconsin,  market¬ 
ing  area. 

“Madison,  Wisconsin,  marketing  area”, 
hereinafter  called  the  “marketing  area”, 
means  all  the  territory  within  the 
boundaries  of  the  counties  of  Columbia, 
Crawford,  Dane,  Grant,  Green,  Iowa, 
Jimeau,  La  Crosse,  Lafayette,  Monroe, 
Richland,  Sauk  and  Vernon,  all  in  the 
State  of  Wisconsin,  including  territory 
within  such  boundaries  occupied  by  gov¬ 
ernment  (Municipal,  State  or  Federal) 
reservations,  installations,  institutions  or 
other  similar  establishments. 

§  1051.7  Producer. 

“Producer”  means  any  person,  except 
a  producer-handler  or  a  dairy  farmer 
whose  milk  is  received  at  the  plant  of  a 
state  educational  institution  during  the 
month,  who  produces  milk  in  compliance 
with  Grade  A  inspection  requirements 
of  a  duly  constituted  health  authority, 
which  milk  is  received  at  a  pool  plant. 

§  1051.8  Distributing  plant. 

“Distributing  plant”  means  a  plant  In 
which  any  Grade  A  fiuid  milk  product  is 
processed  or  packaged  and  disposed  of 
during  the  month  on  routes  in  the  mar¬ 
keting  area. 

§  1051.9  Supply  plant. 

“Supply  plant”  means  a  plant  from 
which  Grade  A  milk,  skim  milk  or  cream 
is  shipped  during  the  month  to  a  pool 
plant. 
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R  1051.19  Fluid  milk  plant. 

.•Fluid  milk  plant”  means: 

(a)  A  pool  plant,  or 

(b)  A  distributing  plant  which  is  a 
nonpool  plant. 

§  1051.11  Pool  plant. 

“Pool  plant”  means  a  plant  specified 
in  paragraph  (a),  (b)  or  (c)  of  this 
Section  (except  that  of  a  producer-han- 
the  plant  of  a  state  educational 
institution  or  a  nonpool  plant  pursuant 
to  §  1051.65) :  Provided,  That  if  a  portion 
of  a  plant  is  physically  separated  from 
the  Grade  A  portion  of  such  plant,  is 
operated  separately  and  is  not  approved 
by  any  health  authority  for  the  receiv¬ 
ing  processing  or  packaging  of  any  fluid 
niilh  product  for  Grade  A  disposition, 
it  shall  not  be  considered  as  part  of  a 
pool  plant  pursuant  to  this  section. 

(a)  A  distributing  plant  from  which 
not  less  than  50  percent  of  the  total 
Grade  A  milk  receipts  is  disposed  of 
during  the  month  on  routes  and  not  less 
than  10  percent  of  such  receipts  is  dis¬ 
posed  of  on  routes  in  the  marketing  area. 

(b)  A  supply  plant  from  which  not 
less  than  50  percent  of  the  Grade  A  milk 
received  from  dairy  farmers  at  such 
plant  during  the  month  is  shipped  as 
fluid  milk  products  to  pool  plants  quali- 
fled  pursuant  to  paragraph  (a)  of  this 
section:  Provided,  That  a  supply  plant 
which  qualified  pursuant  to  this  para¬ 
graph  during  each  of  the  immediately 
preceding  months  of  September  through 
November,  shall  be  a  pool  plant  for  the 
months  of  March  through  June  unless 
written  application  is  filed  with  the  mar¬ 
ket  administrator  on  or  before  the  first 
day  of  any  such  month  to  be  designated 
a  nonpool  plant  for  such  month  and 
for  each  subsequent  month  through 
June  during  which  it  would  not  other¬ 
wise  qualify  as  a  pool  plant. 

(c)  A  plant  which  is  operated  by  a 
cooperative  association  and  which  is  not 
a  pool  plant  pursuant  to  paragraph  (a) 
or  (b)  of  this  section:  Provided,  That 
such  plant  shall  not  be  a  pool  plant 
pursuant  to  this  paragraph  during  any 
month  in  which  less  than  50  percent  of 
the  Grade  A  milk  of  producers  of  such 
cooperative  association  is  received  at 
pool  plants  pursuant  to  paragraphs  (a) 
and  (b)  of  this  section:  And  provided 
further.  That  if  written  application  is 
filed  with  the  market  administrator  on 
or  before  the  first  day  of  January  of  any 
year,  such  plant  shall  be  designated  a 
nonpool  plant  for  each  month  in  such 
year  during  which  it  would  not  otherwise 
qualify  as  a  pool  plant  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section. 

§  1051.12  Nonpool  plant. 

“Nonpool  plant”  means  a  plant  which 

(a)  is  neither  a  pool  plant  nor  the  plant 
of  a  producer-handler  and  (b)  receives 
Dtilk  from  dairy  farmers  or  is  a  milk 
manufacturing,  processing  or  bottling 
plant. 

§  1051.13  Handler. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  one  or  more  fiuid  milk  plants 
(except  a  state  educational  institution) , 


(b)  Any  cooperative  association  with 
respect  to  milk  from  producers  which 
it  causes  to  be  diverted  from  a  pool  plant 
to  a  nonpool  plant  for  the  account  of 
such  cooperative  association,  or 

(c)  Any  cooperative  association  with 
respect  to  the  milk  of  its  producers 
which  is  delivered  from  the  farm  to  the 
fiuid  milk  plant  of  another  handler  in 
a  tank  truck  owned  and  operated  by  or 
under  contract  to  such  cooperative  as¬ 
sociation:  Provided,  That  such  coopera¬ 
tive  association  shall  not  be  a  handler 
pursuant  to  this  paragraph  unless  the 
market  administrator  is  notified  in  writ¬ 
ing  prior  to  the  first  day  of  the  month  in 
which  such  milk  is  delivered  that  it 
elects  to  be  the  handler  for  such  milk: 
And  provided  further.  That  such  milk 
for  which  a  cooperative  association  is 
the  handler  pursuant  to  this  paragraph 
shall  be  deemed  to  have  been  received 
at  the  location  of  the  fiuid  milk  plant 
to  which  such  milk  is  delivered. 

§  1051.14  Producer-handler. 

“Producer-handler”  means  any  person 
who  operates  a  dairy  farm  and  a  dis¬ 
tributing  plant  and  who  receives  no  fiuid 
milk  products  from  other  dairy  farmers 
or  from  sources  other  than  pool  plants: 
Provided,  That  such  person  provides 
proof  satisfactory  to  the  market  admin¬ 
istrator  that  the  care  and  management 
of  all  the  dairy  animals  and  other  re¬ 
sources  necessary  to  produce  the  entire 
volume  of  fiuid  milk  products  handled 
(excluding  receipts  from  pool  plants) 
and  the  operation  of  the  processing  and 
distributing  business  are  the  personal  en¬ 
terprise  and  risk  of  such  person. 

§  1051.15  Producer  milk. 

“Producer  milk”  means  skim  milk  and 
butterfat  contained  in  Grade  A  milk  re¬ 
ceived  at  a  pool  plant  directly  from  a 
dairy  farmer  (except  one  whose  milk  is 
received  at  the  plant  of  a  state  educa¬ 
tional  institution  during  the  month)  or 
a  handler  pursuant  to  §  1051.13(c) :  Pro¬ 
vided,  That  milk  diverted  from  pool 
plants  to  nonpool  plants  which  are  not 
subject  to  the  classification  and  pricing 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act  shall  be  deemed  to  have 
been  received  by  the  diverting  handler  at 
the  pool  plant  from  which  diverted:  And 
provided  further.  That  in  any  of  the 
months  of  July  through  December,  the 
quantity  of  milk  of  any  producer  diverted 
from  pool  plants  to  nonpool  plants  which 
are  not  subject  to  the  classification  and 
pricing  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act  that  is  greater 
than  the  quantity  delivered  to  pool 
plants  shall  not  be  deemed  to  have  been 
received  by  the  diverting  handler  at  the 
plant  from  which  diverted  and  shall  not 
be  producer  milk. 

§  1051.16  Fluid  milk  product. 

•  “Fluid  milk  product”  means  milk,  skim 
milk,  buttermilk,  flavored  milk,  flavored 
milk  drinks,  sour  cream  and  sour  cream 
products  labeled  Grade  A,  cream  or  any 
mixture  in  fiuid  form  of  cream  and  milk 
or  skim  milk  (except  eggnog,  ice  cream 
mix,  frozen  dessert  mix,  aerated  cream 
products,  evaporated  and  condensed  milk 
or  skim  milk,  and  sterilized  products  in 
hermetically  sealed  metal  containers) . 


§  1051.17  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  from  any 
source  except  (1)  fiuid  milk  products  re¬ 
ceived  from  pool  plants.  (2)  producer 
milk,  or  (3)  inventory  of  fiuid  milk  prod¬ 
ucts  at  the  beginning  of  the  month;  and 

(b)  Products  other  than  fluid  milk 
products  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed,  converted  into,  or  combined 
with  another  product  in  the  plant  during 
the  month. 

§  1051.18  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store  or  from  a 
distribution  point  and  distribution  by  a 
vendor  or  vending  machine)  of  any  fluid 
milk  product  classified  as  Class  I  pur¬ 
suant  to  §  1051.41(a)(1)  to  a  retaU  or 
wholesale  outlet  other  than  a  milk  plant 
or  a  distribution  point. 

§  1051.19  Base  milk. 

“Base  milk”  means  producer  milk  dur¬ 
ing  each  month  of  March  through  June 
which  is  not  in  excess  of  such  producer’s 
base  multiplied  by  the  number  of  days 
of  production  that  such  milk  was  re¬ 
ceived  at  pool  plants  in  such  month: 
Provided,  That  base  milk  shall  not  in¬ 
clude  milk  received  from  a  farm  from 
which  milk  is  delivered  in  the  same 
month  to  a  plant  at  which  it  is  subject 
to  the  classification  and  pricing  provi¬ 
sions  of  another  order  issued  pursuant  to 
the  Act:  And  provided  further.  That 
from  the  effective  date  of  this  order 
through  June  1962  all  producer  milk  re¬ 
ceived  at  pool  plants  shall  be  base  milk. 

§  1051.20  Excess  milk. 

“Excess  milk”  means  milk  received  at 
pool  plants  from  a  producer  during  each 
month  of  March  through  June  which  is 
in  excess  of  the  base  milk  received  from 
such  producer  during  such  month. 

§  1051.21  Butter  price. 

“Butter  price”  means  the  simple  aver¬ 
age  as  computed  by  the  market  adminis¬ 
trator  of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  per  pound  of  Grade  A  (92- 
score)  bulk  creamery  butter  at  Chicago 
as  reported  during  the  month  by  the 
Department. 

Market  Administrator 
§  1051.30  Designation. 

'The  agency  for  the  administration  of 
this  part  shall  be  a  market  administra¬ 
tor,  selected  by  the  Secretary,  who  shall 
be  entitled  to  such  compensation  as  may 
be  determined  by,  and  shall  be  subject 
to  removal  at  the  discretion  of,  the 
Secretary. 

§  1051.31  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  To  administer  its  terms  and  pro¬ 
visions  ; 

(b)  To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  violations ; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 
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(d)  To  recommend  amendments  to  the 
Secretary. 

§  1051.32  Duties. 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part, 
including  but  not  limited  to  the  follow¬ 
ing; 

(a)  Within  30  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period,  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond  effective  as  of  the 
date  on  which  he  enters  upon  his  duties 
and  conditioned  upon  the  faithful  per¬ 
formance  of  such  duties,  in  an  amount 
and  witii  surety  thereon  satisfactory  to 
the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bond  in  a  reasonable 
amount,  and  with  reasonable  surety 
thereon,  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  the  funds  provided  by 
i  1051.78,  the  cost  of  his  bond  and  of  the 
bonds  of  his  employees,  his  own  compen¬ 
sation,  and  all  other  expenses  except 
those  incurred  imder  §  1051.77,  necessar¬ 
ily  incurred  by  him  in  the  maintenance 
and  functioning  of  his  office  and  in  the 
performance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  refiect  the  transactions  pro¬ 
vided  for  in  this  part,  and  upon  request 
by  the  Secretary,  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate; 

(f)  Publicly  announce  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  conspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  appropriate,  the  name 
of  any  person  who,  after  the  date  upon 
which  he  is  required  to  perform  such 
acts,  has  not  made  reports  pursuant  to 
.§§  1051.35  and  1051.36,  nor  payments 
pursuant  to  §§  1051.64,  1051.70,  1051.74, 
1051.76,  1051.77  and  1051.78; 

(g)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  required  by  the  Secretary; 

(h)  Verify  all  reports  and  pa3nnents  of 
each  handler  by  audit  of  such  handler’s 
records  and  of  the  records  of  any  other 
handler  or  person  upon  whose  utilization 
the  classification  of  skim  milk  or  butter- 
fat  for  such  handler  depends,  or  by  such 
investigation  as  the  market  administra¬ 
tor  deems  necessary; 

(i)  Prepare  and  disseminate  to  the 
public  such  statistics  and  such  informa¬ 
tion  as  he  deems  advisable  and  as  do  not 
reveal  confidential  information; 

(j)  Publicly  announce  on  or  before: 

(1)  The  6th  day  of  each  month  the 
minimum  price  for  Class  I  milk  pursuant 
to  §  1051.51(a)  and  the  Class  I  butterfat 
differential  pursuant  to  §  1051.52(a), 
both  for  the  current  month,  and  the 
minimum  price  for  Class  n  milk  pursu¬ 
ant  to  §  1051.51(b)  and  the  Class  n  but¬ 
terfat  differential  pursuant  to  §  1051.52 
(b) ,  both  for  the  preceding  month; 

(2)  The  10th  day  after  the  end  of  each 
month  of  July  through  February  the 


uniform  price  pursuant  to  §  1051.62  and 
the  butterfat  differential  pursuant  to 
§  1051.71;  and 

(3 )  The  10th  day  after  the  end  of  each 
month  of  March  through  June,  the  uni¬ 
form  prices  for  base  milk  and  excess  milk 
pursuant  to  §  1051.63  and  the  butterfat 
differential  pursuant  to  §  1051.71; 

(k)  On  or  before  the  10th  day  after 
the  end  of  each  month  report  to  each 
cooperative  association,  upon  request  by 
such  association,  the  percentage  of  the 
milk  caused  to  be  delivered  by  the  co¬ 
operative  association  for  its  members 
which  was  utilized  in  each  class  at  each 
pool  plant  receiving  such  milk.  For  the 
purpose  of  this  report,  the  milk  so  re¬ 
ceived  shall  be  allocated  to  each  class  at 
each  pool  plant  in  the  same  ratio  as  all 
producer  milk  received  at  such  plant  dur¬ 
ing  the  month:  and 

(l)  On  or  before  February  15  of  each 
year  notify  each  producer  and  the  han¬ 
dler  receiving  milk  from  such  producer 
of  the  base  established  by  such  producer. 

Reports,  Records  and  Facilities 

§  1051.35  Report  of  receipts  and  utili¬ 
zation. 

On  or  before  the  7th  day  after  the  end 
of  each  month,  each  handler,  except  a 
producer-handler  and  a  handler  pur¬ 
suant  to  §  1051.13(c) ,  shall  report  to  the 
market  administrator  for  such  month, 
reporting  separately  for  each  fiuid  milk 
plant,  in  detail  and  on  forms  prescribed 
by  the  market  administrator: 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in  or  represented  by: 

(1)  Grade  A  milk  received  from  dairy 
farmers  (including  for  each  month  of 
March  through  June  the  quantity  of  pro¬ 
ducer  milk  that  is  base  milk  and  excess 
milk)  and  from  handlers  pursuant  to 
§  1051.13(c), 

(2)  Fluid  milk  products  received  from 
pool  plants, 

(3)  Other  source  milk, 

(4)  Milk  diverted  to  nonpool  plants 
pursuant  to  §  1051.15,  and 

(5)  Inventories  of  fiuid  milk  products 
on  hand  at  the  beginning  and  end  of  the 
month ; 

(b)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section,  including  a  sep¬ 
arate  statement  of  the  disposition  of 
Class  I  milk  outside  the  marketing  area; 
and 

(c)  Such  other  information  with  re¬ 
spect  to  the  utilization  of  skim  milk  and 
butterfat  as  the  market  administrator 
may  prescribe. 

§  1051.36  Other  reports. 

(a)  Each  producer  handler  shall  re¬ 
port  to  the  market  administrator  at  such 
time  and  in  such  manner  as  the  market 
administrator  may  prescribe. 

(b)  Each  handler  pursuant  to 
§  1051.13(c)  shall  report  to  the  market 
administrator  in  detail  and  on  forms 
prescribed  by  the  market  administrator 
on  or  before  the  7th  day  after  the  end 
of  each  month  the  quantities  of  skim 
milk  and  butterfat  in  producer  milk  (in¬ 
cluding  for  each  month  of  March 
tiirough  June  the  quantity  of  producer 
milk  that  is  base  milk  and  excess  milk) 


delivered  to  each  pool  plant  in  such 
month.  ** 

(c)  Each  handler  except  a  producer 
handler  shall  report  to  the  marketS* 
ministrator  in  detail' and  on  forms 
scribed  by  the  market  administrator  m 
or  before  the  20th  day  after  the  end  of 
the  month  his  producer  payroll  for  such 
month  which  shall  show  for  each  pro¬ 
ducer; 

(1)  His  identity; 

(2)  The  quantity  of  milk  received 
from  such  producer  and  the  number  of 
days,  if  less  than  the  entire  month  on 
which  milk  was  received  from  such  pro¬ 
ducer; 

(3)  The  average  butterfat  content  of 
such  milk;  and 

(4)  The  net  amount  of  such  handler’s 
payment,  together  with  the  price  paid 
and  the  amount  and  nature  of  anv  dA. 
ductions. 

§  1051.37  Records  and  facilities. 

Each  handler  shall  maintain  and 
available  to  the  market  administrator 
during  the  usual  hours  of  business,  such 
accotmts  and  records  of  his  operations, 
together  with  such  facilities  as  are  nec¬ 
essary  for  the  market  administrator  to 
verify  or  establish  the  correct  data  with 
respect  to: 

(a)  The  receipts  and  utilization  of  ah 
skim  milk  and  butterfat  handled  in  any 
form  during  the  month; 

(b)  The  weights  and  butterfat  and 
other  content  of  all  milk  and  milk  prod¬ 
ucts  handled  during  the  month; 

(c)  The  pounds  of  skim  milk  and  but¬ 
terfat  contained  in  or  represented  by  ah 
milk  products  in  inventory  at  the  b^in- 
ning  and  end  of  each  month;  and 

(d)  Payments  to  dairy  farmers  and 
cooperative  associations,  including  the 
amoimt  and  nature  of  any  deductions 
and  the  disbursement  of  money  so  de¬ 
ducted. 

§  1051.38  Retention  of  records. 

All  books  and  records  required  under 
this  part  to  be  -nade  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  3  years  to 
begin  at  the  end  of  the  month  to  which 
books  and  records  pertain:  Provided, 
That  if  within  such  3-year  period,  the 
market  administrator  notifies  the  han¬ 
dler  in  writing  that  the  retention  of  such 
books  and  records  is  necessary  in  con¬ 
nection  with  a  proceeding  imder  section 
8c(15)  (A)  of  the  Act  or  a  court  action 
specified  ir.  such  notice,  the  handler  shall 
retain  such  books  and  records,  or  H)eci- 
fied  books  and  records  until  further  writ¬ 
ten  notification  from  the  market  admin¬ 
istrator.  In  either  case,  the  market 
administrator  shall  give  further  written 
notification  to  the  handler  promptly 
upon  the  termination  of  the  litigation  or 
when  the  records  are  no  longer  necessary 
in  coimection  therewith. 

Classification 

§  1051.40  Skim  milk  and  buUerfal  to 
be  classified. 

The  skim  milk  and  butterfat  whkdi  are 
required  to  be  reported  pursuant  to 
§  1051.35  shall  be  classified  each  month 
by  the  market  administrator  pursua^ 
to  the  provisioris  of  §§  1051.41  through 
1051.46. 


FEDERAL  REGISTER 


2973 


Thursday.  March  29.  1962 


1051.41  aasses  of  utilization. 

^  ohipct  to  the  conditions  set  fortti  in 
I  io51.4^«  the  classes  of  utilization  shall 

T  milk.  Class  I  milk  shall 
skim  milk  (including  that  used 
jJ  produce  reconstituted  skim  milk)  and 

*”*(l)'^Disposed  of  in  the  form  of  a  fluid 
oroduct  (except  as  provided  in 
JJragraph  (b)  (2),  (3)  and  (4)  of  this 
j^tion)  t  and 

(2)  Not  accoimted  for  as  Class  n  milk. 

(b)  Class  II  milk.  Class  II  milk  shall 

b0* 

(1)  Skim  milk  and  butterfat  used  to 
produce  any  product  other  than  a  fluid 

product; 

(2)  Skim  milk  and  butterfat  in  fluid 
milk  products  delivered  in  bulk  to  and 
used  at  commercial  food  establishments 
devoted  exclusively  to  the  manufacture 
of  bakery  products,  candy  or  processed 
foods  in  hermetically  sealed  containers; 

(3)  Skim  milk  in  fluid  milk  products 
disposed  of  for  livestock  feed  or  dumped 
if  the  market  administrator  has  been 
notified  in  advance  and  afforded  the  op¬ 
portunity  to  verify  such  dumping; 

(4)  Skim  milk  represented  by  the  non¬ 
fat  milk  solids  added  to  a  fluid  milk 
product  which  is  in  excess  of  the  weight 
of  an  equivalent  volume  of  the  fluid  milk 
products  prior  to  such  addition; 

(5)  Skim  milk  and  butterfat  contained 
in  inventory  of  fluid  milk  products  on 
hand  at  the  end  of  the  month; 

(6)  Skim  milk  and  butterfat,  respec¬ 
tively,  (except  in  milk  diverted  to  a  non¬ 
pool  plant  pursuant  to  §  1051.15)  in 
sh^age  allocated  pursuant  to  §  1051.42 
(b)  (1)  but  not  in  excess  of : 

(i)  2.0  percent  of  producer  milk  except 
that  received  from  a  handler  pursuant  to 
§  1051.13(c); 

(ii)  Plus  1.5  percent  of  producer  milk 
received  from  a  handler  pursuant  to 
§  1051.13(c) :  Provided,  That  if  the  han¬ 
ger  receiving  such  producer  milk  flies 
notice  with  the  market  administrator 
that  he  is  purchasing  such  milk  on  the 
basis  of  farm  weights,  the  applicable  per¬ 
centage  pursuant  to  this  subdivision  shall 
be  2.0  percent; 

(iii)  Plus  1.5  percent  of  bulk  fluid  milk 
products  from  pool  plants;  and 

(iv)  Less  1.5  percent  of  bulk  fluid  milk 
products  transferred  to  other  plants. 

(7)  Skim  milk  and  butterfat  in 
shrinkage  of  other  source  milk  allocated 
pursuant  to  §  1051.42(b)  (2) . 


§  1051.42  'Shrinkage. 

The  market  administrator  shall  al¬ 
locate  shrinkage  over  a  handler’s  receipts 
at  each  of  his  pool  plants  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat  at  each  pool 
plant,  and 

(b)  Prorate  the  resulting  amounts  be¬ 
tween  the  receipts  of  skim  milk  and  but¬ 
terfat  contained  in : 

(1)  Producer  milk  (except  milk  di¬ 
verted  to  a  nonpool  plant  pursuant  to 
51051.15),  plus  fluid  milk  products  in 
bulk  from  other  pool  plants  and  less 
transfers  of  fluid  milk  products  in  bulk 
to  other  plants;  and 

(2)  Other  source  milk. 
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§  1051.43  Responsibility  of  handlers 

and  reclassification  of  milk. 

All  skim  milk  and  butterfat  shall  be 
Class  I  milk  unless  the  handler  who 
first  receives  such  skim  milk  or  butter¬ 
fat  proves  to  the  market  administrator 
that  such  skim  milk  or  butterfat  should 
be  classified  otherwise. 

§  1051.44  Transfers. 

Skim  milk  or  butterfat  disposed  of 
each  month  from  a  fluid  milk  plant  shall 
be  classified: 

(a)  As  Class  I  milk  if  transferred  in 
the  form  of  a  fluid  milk  product  to  a  pool 
plant  unless  utilization  as  Class  n  milk 
is  claimed  for  both  plants  in  the  reports 
submitted  for  the  month  to  the  market 
administrator  pursuant  to  §  1051.35: 
Provided,  That  the  skim  milk  or  butter¬ 
fat  so  assigned  to  Class  II  milk  shall  be 
limited  to  the  amount  thereof  remain¬ 
ing  in  Class  II  milk  in  the  transferee 
plant  after  the  subtraction  of  other 
source  milk  pursuant  to  §  1051.46  and 
any  additional  amounts  of  such  skim 
milk  or  butterfat  shall  be  classified  as 
Class  I  milk:  Provided  further.  That  if 
the  transferor  plant  is  a  nonpool  plant 
the  skim  milk  or  butterfat  transferred 
shall  be  classified  as  Class  I  milk  and  as 
Class  II  milk  in  the  same  ratio  as  other 
source  milk  at  the  transferee  plant  is 
allocated  to  each  class  pursuant  to 
§  1051.46(a)  (4)  and  the  corresponding 
step  of  §  1051.46(b) :  And  provided  fur¬ 
ther,  That  if  other  source  milk  was  re¬ 
ceived  at  either  or  both  plants,  the  skim 
milk  or  butterfat  so  transferred  shall  be 
classified  at  both  plants  so  as  to  allocate 
the  greatest  possible  Class  I  utilization  to 
the  producer  milk  at  both  plants; 

(b)  As  Class  I  milk  if  transferred  to 
a  producer-handler  in  the  form  of  a 
fluid  milk  product  and  if  the  transferor 
plant  is  a  pool  plant; 

(c)  As  CJlass  I  milk,  if  transferred  or 
diverted  to  a  nonpool  plant  in  the  form 
of  a  fluid  milk  product  except  as  pro¬ 
vided  in  paragraph  (d)  of  this  section; 

(d)  As  Class  I  milk,  if  transferred  or 
diverted  in  bulk  in  the  form  of  a  fluid 
milk  product  to  a  nonpool  plant  not  more 
than  150  miles,  by  the  shortest  highway 
distance  as  determined  by  the  market 
administrator,  from  the  nearer  of  the 
City  Halls  of  La  Crosse  and  Madison, 
Wisconsin,  unless: 

(1)  The  transferring  or  diverting 
handler  claims  classification  in  Class  II 
milk  in  his  report  submitted  pursuant  to 
§  1051.35; 

(2)  The  operator  of  such  nonpool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  skim  milk  and  butterfat  in 
fluid  milk  products  (except  in  ungraded 
cream  disposed  of  for  manufacturing 
uses)  disposed  of  from  such  nonpool 
plant  do  not  exceed  the  receipts  of  skim 
milk  and  butterfat  in  Grade  A  milk  re¬ 
ceived  during  the  month  from  dairy 
farmers  who  the  market  administrator 
determines  constitute  the  regular  source 
of  supply  for  such  plant:  Provided,  That 
any  skim  milk  or  butterfat  in  fluid  milk 


products  (except  in  ungraded  cream  dis¬ 
posed  of  for  manufacturing  uses)  dis¬ 
posed  of  from  the  nonpool  plant  which 
is  in  excess  of  receipts  from  such  dairy 
farmers  shall  be  assigned  to  such  trans¬ 
fers  or  diversions  from  the  fluid  milk 
plant  and  shall  be  classified  as  Class  I 
milk:  And  provided  further.  That  if  the 
total  skim  milk  and  butterfat  which  were 
transferred  or  diverted  during  the  month 
to  such  nonpool  plant  from  all  plants 
subject  to  the  classification  and  pricing 
provisions  of  this  part  and  any  other 
orders  issued  pursuant  to  the  Act  are 
more  than  the  skim  milk  and  butterfat 
available  for  assignment  to  Class  I  milk 
pursuant  to  the  preceding  proviso 
hereof,  the  skim  milk  and  butterfat  as¬ 
signed  to  Class  I  milk  at  a  fluid  milk 
plant  shall  be  not  less  than  that  obtained 
by  prorating  the  assignable  Class  I  milk 
at  the  transferee  plant  over  the  receipts 
at  such  plant  from  all  plants  subject  to 
the  classification  and  pricing  provisions 
of  this  and  other  orders  issued  pursuant 
to  the  Act. 

§  1051.45  Computation  of  skim  milk 
and  butterfat  in  each  class. 

For  each  month  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
for  other  obvious  errors  the  reports  of 
receipts  and  utilization  submitted  pur¬ 
suant  to  §  1051.35  for  each  fluid  milk 
plant  and  shall  compute  the  poimds  of 
skim  milk  and  butterfat  in  each  class  at 
each  such  plant:  Provided,  That Jf  any 
water  contained  in  the  milk  from  which 
a  product  is  made  is  removed  before  the 
product  is  utilized  or  disposed  of  by  a 
handler,  the  pounds  of  skim  milk  dis¬ 
posed  of  in  such  product  shall  be  con¬ 
sidered  to  be  a  quantity  equivalent  to  the 
nonfat  milk  solids  contained  in  such 
product  plus  all  the  water  originally 
associated  with  such  solids. 

§  1051.46  Allocation  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  §  1051.45,  the  market  adminis¬ 
trator  shall  determine  the  classification 
of  Grade  A  milk  received  from  dairy 
farmers  and  from  handlers  pursuant  to 
§  1051.13(c)  at  each  fluid  milk  plant  each 
month  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  II  milk  the  pounds 
of  skim  milk  classified  as  Class  II  milk 
pursuant  to  §  1051.41(b)  (6) ; 

(2)  Subtract  from  the  total  pounds 
of  skim  milk  in  Class  I  milk  the  pounds 
of  skim  milk  received  in  the  form  of  fluid 
milk  products  in  containers  not  larger 
than  a  gallon  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act  and  disposed 
of  as  Class  I  in  the  same  package  as 
received; 

(3)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  Class  n  milk,  the 
pounds  of  skim  milk  in  other  source 
milk  other  than  that  received  in  the 
form  of  fluid  milk  products; 

(4)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  Class  n  milk,  the 
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poiinds  of  skim  milk  in  other  source  milk 
received  In  the  form  of  fluid  milk  prod¬ 
ucts  not  subject  to  the  pricing  and  pool¬ 
ing  provisions  of  another  order  issued 
pursuant  to  the  Act; 

(5)  Subtract  from  the  remaining 
poimds  of  skim  milk  in  each  class,  in 
series  beginning  with  Class  n  milk,  the 
pounds  of  skim  milk  in  other  source 
milk  received  in  the  form  of  fluid  milk 
products  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act  and  not  sub¬ 
tracted  pursuant  to  subparagraph  (2)  of 
this  paragraph; 

(6)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  Class  n  milk,  the 
pounds  of  skim  milk  in  inventory  of 
fluid  milk  products  on  hand  at  the  be¬ 
ginning  of  the  month; 

(7)  Add  to  the  remaining  pounds  of 
Bkim  milk  in  Class  n  milk  the  pounds 
of  skim  milk  subtracted  pursuant  to 
subparagraph  (1)  of  this  paragraph;  . 

(8)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
skim  milk  in  fluid  milk  products  received 
from  pool  plants  according  to  the  classi¬ 
fication  of  such  products  pursuant  to 
§  1051.44(a) ;  and 

(9)  If  the  remaining  pounds  of  skim 
milk  in  both  classes  exceed  the  pounds 
of  skim  milk  contained  in  Grade  A  milk 
received  from  dairy  farmers  and  han¬ 
dlers  pursuant  to  §  1051.13(c).  subtract 
such  fxcess  (hereinafter  referred  to  as 
“overage”)  from  the  remaining  pounds 
of  skim  milk  in  each  class  in  series  be¬ 
ginning  with  Class  n  milk. 

(b)  Butterfat  shall  be  allocated  in 
accordance  with  the  same  procedure 
prescribed  for  skim  milk  in  paragraph 

(a)  of  this  section. 

(c)  Determine  the  weighted  average 
butterfat  content  of  milk  in  each  class  as 
computed  pursuant  to  paragraphs  (a) 
and  (b)  of  this  section. 

§  1051.47  Inventory  reclassification. 

From  any  skim  milk  or  butterfat  as¬ 
signed  to  Class  I  milk  pursuant  to 
I  1051.46(a)  (6)  and  the  corresponding 
step  of  §  1051.46(b) ,  subtract  in  the  fol- 
lowii^  order  the  skim  milk  and  butter¬ 
fat,  respectively,  assigned^  during  the 
preceding  month  to  Class  li  milk  pursu¬ 
ant  to  §  1051.46  in; 

(a)  The  remainder  after  the  subtrac¬ 
tion  pursuant  to  §  1051.46(a)  (6)  and  the 
corresponding  step  in  §  1051.46(b) ; 

(b)  Other  source  milk  classified  and 
priced  as  CTlass  I  milk  pursuant  to  an¬ 
other  Federal  order;  and 

(c)  Other  source  milk  not  classified 
and  priced  as  Class  I  milk  pursuant  to 
another  Federal  order. 

Minimum  Prices 
§  1051.50  Basic  formula  price. 

The  basic  formula  price  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk  f.o.b.  plants 
in  Wisconsin  and  Minnesota,  as  reported 
by  the  Department  for  the  month:  Pro¬ 
vided,  That  such  reported  price  shall  be 
adjusted  to  a  3.5  percent  butterfat  basis 
by  a  butterfat  differential  roimded  to  the 
^  nearest  one-tenth  cent  at  the  rate  of  the 


butter  price  times  0.120  and  roimded  to 
the  nearest  cent. 

§  1051.51  Class  prices. 

Subject  to  the  provisions  of  §§  1051.52 
and  1051.53,  the  class  prices  per  hun¬ 
dredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  milk  price.  The  price  for 
Class  I  milk  shall  be  the  basic  formula 
price  for  the  preceding  month  plus  $1.08 
August  through  November,  $0.68  March 
through  June  and  $0.88  in  other  months: 
Provided.  That  such  Class  I  price  shall 
be  increased  or  decreased,  respectively, 

2  cents  for  each  full  percent  that  the 
adjusted  supply-demand  ratio  computed 
pursuant  to  Part  1030  (Chicago)  of  this 
chapter  is  greater  or  less  than  72  per¬ 
cent,  but  shall  not  be  increased  or  de¬ 
creased  more  than  24  cents  because  of 
such  adjusted  supply-demand  ratio; 

(b)  Class  II  milk  price.  The  Class  n 
milk  price  shall  be  the  basic  formula 
price  for  the  month. 

§  1051.52  Butterfat  differentials  to 
handlers. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices  for 
the  month  pursuant  to  §  1051.51  shall  be 
increased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  at  a 
rate,  rounded  to  the  nearest  one-tenth 
cent,  determined  as  follows: 

(a)  Class  I  price.  Multiply  the  butter 
price  for  the  preceding  month  by  0.120x 

(b)  Class  II  price.  Multiply  the  butter 
price  for  the  month  by  0.115. 

§  1051.53  Location  differentials  to  han¬ 
dlers. 

The  Class  I  price  for  Grade  A  milk 
received  from  dairy  farmers  or  handlers 
pursuant  to  §  1051.13(c)  at  a  fluid  milk 
plant  less  than  70  miles  from  the  Chi¬ 
cago  City  Hall  shall  be  increased  4  cents 
and  at  a  fluid  milk  plant  145  miles  or 
more  from  the  Chicago  City  Hall  shall 
be  decreased  2  cents  for  each  15  miles 
or  fraction  thereof  that  such  plant  is 
more  than  130  miles  from  the  Chicago 
City  Hall,  as  determined  by  the  market 
administrator:  Provided,  That  the  dif¬ 
ferential  pursuant  to  this  section  shall 
be  not  more  than  8  cents  at  a  plant  in 
the  marketing  area:  And  provided  fur~ 
ther.  That  for  the  purpose  of  calculating 
such  location  differential,  fluid  milk 
products  transferred  between  fluid  milk 
plants  shall  be  assigned  to  any  remain¬ 
der  of  Class  n  milk  in  the  transferee 
plant  after  making  the  calculation  pre¬ 
scribed  in  §  1051.46(a)  (6)  and  the  cor¬ 
responding  step  in  §  1051.46(b)  for  such 
plant,  such  assignment  to  the  transferor 
plant  to  be  made  in  sequence  according 
to  the  location  differential  applicable  at 
each  plant,  beginning  with  the  plant 
farthest  from  the  City  Hall  in  Chicago, 
Illinois. 

§  1051.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  order  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  market 
administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 


§  of  payment  on 

The  rate  of  payment  per  hundnii 
weight  to  be  made  by  handleaieo^’ 
priced  other  source  milk  allocated  b! 
Class  I  milk  shall  be  any  plus  wnouBt 
obtained  by  subtracting  the  (JSn 
price  adjusted  by  the  Class  H  butterfil 
differential  from  the  Class  I  pri^  ^ 
justed  by  the  Class  I  butterfat  and  b! 
cation  differentials  applicable  at  a  dm 
plant  of  the  same  location  as  the  ^ 
pool  plant  supplying  such  other  sounJ 
milk.  ^ 

Application  of  Prices 

§  1051.60  Computation  of  value  of  aiilk 
at  each  pool  plant. 

The  value  of  producer  milk  recetFed 
by  a  handler  during  each  month  at  each 
pool  plant  shall  be  a  sum  of  money  com¬ 
puted  by  the  market  administratw  ai 
follows: 

(a)  Multiply  the  quantities  of  milk  in 
each  class  by  the  applicable  class  mice 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  bj 
multiplying  the  overage  deducted  from 
each  class  pursuant  to  §  1051.46(a)(9) 
and  the  corresponding  step  of  $  1051.46 
(b)  by  the  applicable  class  prices; 

(c)  Add  the  amount  obtained  by  nml- 
tiplying  the  quantities  of  skim  milk  sod 
butterfat  subtracted  from  Class  I  milk 
pursuant  to  §  1051.46(a)  (3)  and  (4)  and 
the  corresponding  steps  of  §  1051.46(b) 
by  the  rate  of  payment  on  unpriced  mnk 
pursuant  to  §  1051.55  at  the  nearest  non- 
pool  plants  from  which  an  equivalent 
amount  of  such  other  source  skim  milk 
or  butterfat  was  received:  Provided, 
That  if  the  source  of  any  such  fluid 
milk  product  received  at  a  pool  plant  h 
not  clearly  established,  or  if  such  skim 
milk  and  butterfat  is  received  or  used 
in  a  form  other  than  a  fluid  milk  prod¬ 
uct,  such  product  shall  be  considered  to 
have  been  received  from  a  source  at  the 
location  of  the  pool  plant  where  it  k 
classified,  and 

(d)  Add  the  amounts  obtained  by 
multiplying  (1)  the  quantities  of  skim 
milk  and  butterfat  subtracted  pursuant 
to  §  1051.47(a)  by  the  difference  between 
the  Class  n  price  for  the  pre<%ding 
month  and  the  Class  I  price  for  the  cur¬ 
rent  month,  and  (2)  the  quantities  of 
skim  milk  and  butterfat  subtracted  pur¬ 
suant  to  §  1051.47(c)  by  the  rate  of  pay¬ 
ment  on  unpriced  milk  pursuant  to 
§  1051.55. 

§  1051.61  Computation  of  aggregate 
value  used  to  determine  uniform 
prices. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  an  aggregate  value 
from  which  to  determine  ‘the  uniform 
prices  as  follows: 

(a)  Combine  into  one  total,  the  values 
computed  pursuant  to  §  1051.60  for  all 
handlers  who  received  producer  milk  at 
pool  plants  during  the  month  and  who 
reported  pursuant  to  §  1051.35  for  such 
month,  except  those  in  default  of  pay¬ 
ments  required  pursuant  to  §  1051.74  for 
the  preceding  month; 

(b)  Add  or  subtract  ofr  each  one- 
tenth  percent  that  the  average  butterfat 
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.  ^  producer  milk  represented  by  fund  the  amount  computed  pursuant  to 
w  lauded  under  paragraph  (a)  paragraph  (b)  of  this  section  unless  the 

Ijion  is  less  or  more,  respec-  handler  elects  at  the  time  his - " 

trf  3  5  percent  an  amount  com-  pursuant  to  §  1051.35  is  due,  to  ] 

^^’b^ultiplying  such  difference  by  amount  computed  pursuant 
**  differential  to  producers  graph  (a)  of  this  section. 


multiplying  ^e  result  by  the  hun- 
^wcight  of  such  producer  milk; 

subtract  an  amount  equal  to  the 
-  nf  the  location  differential  additions 
SimSe  pursuant  to  1  1051 72(a); 

"JT)  Add  an  amount  equal  to  the  sum 
location  differential  deductions 
?nbfmade  pursuant  to  §  1051.72(b) ;  and 
(e)  Add  an  amount  equal  to  one-half 
the  unobUgated  cash  balance  in  the  pro¬ 
ducer-settlement  fund. 

Computation  of  uniform 


§  1051.62 
price. 

For  each  of  the  months  of  July 
through' February,  the  market  adminis¬ 
trator  shall  compute  a  uniform  price  as 
foUows: 

(a)  Divide  the  aggregate  value  com¬ 
puted  pursuant  to  §  1051.61  by  the  total 
hundredweight  of  producer  milk  in¬ 
cluded  in  such  computation;  and 

(b)  Subtract  not  less  than  four  nor 
more  than  five  cents  from  the  price 
computed  pursuant  to  paragraph  (a) 
of  this  section. 

g  1051.63  Computation  of  uniform 
prices  for  base  milk  and  excess  milk. 

for  each  month  of  March  through 
June,  the  market  administrator  shall 
compute  the  uniform  prices  for  base 
milk  and  excess  milk  as  follows: 

(a)  Determine  the  aggregate  classifi¬ 
cation  of  producer  milk  included  in  the 
computation  pursuant  to  §  1051.61  and 
the  total  hundredweight  of  such  milk 
that  is  base  milk  and  that  is  excess  milk; 

(b)  Determine  the  value  of  excess  milk 
by  assigning  such  milk  in  series,  begin- 
sing  with  Class  II  milk  to  the  hundred¬ 
weight  of  milk  classified  pursuant  to 
paragraph  (a)  of  this  section,  multiply¬ 
ing  the  quantity  so  assigned  by  the  re¬ 
spective  class  prices  for  milk  containing 
3.5  percent  butterfat,  and  adding  to¬ 
gether  the  resulting  amounts; 

(c)  Divide  the  total  value  of  excess 
milk  obtained  in  paragraph  (b)  of  this 
section  by  the  total  hundredweight  of 
such  milk.  The  quotient,  rounded  to 
the  nearest  cent,  shall  be  the  uniform 
price  for  excess  milk; 

(d)  Subtract  the  value  of  excess  milk 
pursuant  to  paragraph  (c)  of  this  sec¬ 
tion  from  the  aggregate  value  of  all  milk 
obtained  in  §  1051.61;  and 

(e)  Divide  the  amount  obtained  in 
paragraph  (d)  of  this  section  by  the  total 
hundredweight  of  base  milk  obtained  in 
paragraph  (a)  of  this  section,  and  sub¬ 
tract  not  less  than  four  cents  nor  more 
than  five  cents  from  the  price  thus 
computed.  The  resulting  figure,  rounded 
to  the  nearest  cent,  shall  be  the  uniform 
price  for  base  milk. 

§1051.64  Handlers  operating  nonpool 
plants. 

Each  handler  in  his  capacity  as  the 
operator  of  a  nonpool  plant  (except  the 
Plant  of  a  state  educational  institution 
oranonpool  plant  pursuant  to  §  1051.65) 
pay  to  the  market  administrator 
for  deposit  into  the  producer-settlement 


report 
pay  the 
to  para- 
The  amounts 
payable  pursuant  to  this  section  shall 
be  made  on  or  before  the  15th  day  after 
the  end  of  each  month. 

(a)  An  amount  obtained  by  multiply¬ 
ing  the  rate  determined  pursuant  to 
§  1051.55  by  the  hundredweight  of  skim 
milk  and  butterfat  disposed  of  as  Class 
I  milk  from  such  plant  on  routes  in  the 
marketing  area  during  the  month  which 
is  in  excess  of  the  hundredweight  of 
skim  milk  and  butterfat,  respectively, 
received  from  pool  plants  during  the 
month  and  classified  as  Class  I  milk  at 
such  pool  plants. 

(b)  Any  plus  amount  remaining  after 
deducting  from  the  obligation  pursuant 
to  §  1051.60  computed  as  if  such  plant 
were  a  pool  plant: 

(1)  The  total  payment  made  on  or 
before  the  15th  day  after  the  end  of  the 
month  to  dairy  farmers  or  handlers  pur¬ 
suant  to  §  1051.13(c)  for  Grade  A  milk 
received  at  such  plant  during  the  month; 
and 

(2)  Any  payments  to  the  producer- 
settlement  fund  under  other  orders  is¬ 
sued  pursuant  to  the  Act  applicable  to 
milk  at  such  plant  during  the  month. 

§  1051.65  Plants  subject  to  other  Fed¬ 
eral  orders. 


milk,  on  or  before  the  13th  day  after  the 
end  of  each  month,  which  it  caused  to 
be  delivered  to  such  handler  if  such  co¬ 
operative  is  authorized  to  collect  such 
paionent  for  its  members  and  exercises 
such  authority:  Provided,  That  such 
painnent  shall  be  an  amount  equal  to  the 
sum  of  the  individual  payonents  pursuant 
to  paragraph  (a)  of  this  section: 

(c)  In  making  the  paiunents  for  pro¬ 
ducer  milk  pursuant  to  this  section,  each 
handler  who  operates  a  pool  plant  shall 
furnish  each  producer  or  cooperative 
association  from  whom  he  has  received 
such  milk  a  supporting  statement  in 
such  form  that  it  may  be  retained  by  the 
recipient,  which  shall  show: 

(1)  The  month  and  identity  of  the 

producer;  ' 

(2)  The  daily  and  total  poimds  (in¬ 
cluding  for  the  months  of  March  through 
June,  the  pounds  of  base  milk  and  excess 
milk)  and  the  average  butterfat  content 
of  producer  milk; 

(3)  The  minimum  rate  or  rates  at 
which  payment  to  the  producer  is  re¬ 
quired  pursuant  to  the  order; 

(4)  The  rate  which  is  used  in  making 
the  pasunent,  if  such  rate  is  other  than 
the  applicable  minimum  rate; 

(5)  The  amount  or  the  rate  per  hun¬ 
dredweight  and  nature  of  each  deduc¬ 
tion  claimed  by  the  handler; 

(6)  The  net  amount  of  payment  to 
such  producer  or  co<H>erative  association. 


A  distributing  plant  or  a  supply  plant 
shall  be  a  nonpool  plant  during  any 
month  in  which  such  plant  would  be 
subject  to  the  classification  and  pricing 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act,  unless  such  plant  is 
qualified  as  a  pool  plant  pursuant  to 
§  1051.11  and  a  greater  volume  of  fluid 
milk  products  is  disposed  of  from  such 
plant  on  routes  in  this  marketing  area 
and  to  pool  plants  qualified  on  the  basis 
of  route  distribution  in  this  marketing 
area  than  in  the  marketing  area  regu¬ 
lated  pursuant  to  such  other  order:  Pro¬ 
vided,  That  the  operator  of  a  distribut¬ 
ing  plant  or  a  supply  plant  which  is  a 
nonpool  plant  pursuant  to  this  section 
shall,  with  respect  to  the  total  receipts 
and  utilization  or  disposition  of  skim 
milk  and  butterfat  at  the  plant,  make 
reports  to  the  market  administrator  at 
such  time  and  in  such  manner  as  the 
market  administrator  may  require  (in 
lieu  of  the  reports  required  pursuant  to 
§  1051.35)  and  allow  verification  of  such 
reports  by  the  market  administrator. 


1051.71  Butterfat  differential  to  pro¬ 
ducers. 


The  uniform  prices  pursuant  to 
§§  1051.62  and  1051.63  shall  be  increased 
or  decreased  for  each  one-tenth  of  one 
percent  that  the  butterfat  content  of 
such  milk  is  above  or  below  3.5  percent, 
respectively,  at  the  rate  determined  by 
multiplying  the  pounds  of  butterfat  in 
producer  milk  allocated  to  Class  I  and 
Class  n  milk  pursuant  to  §  1051.46  by  Hie 
respective  butterfat  differential  for  each 
class,  dividing  the  sum  of  such  values  by 
the  total  pounds  of  such  butterfat,  and 
rounding  the  resultant  figure  to  the  near¬ 
est  one-tenth  cent. 


1051.72  Location  differentials  to  pro¬ 
ducers. 


§  1051.70 
ment. 


Payments  for  Milk 
Time  and  method  of  pay- 


(a)  Each  handler  who  operates  a  pool 
plant  shall  pay  each  producer  on  or  be¬ 
fore  the  15th  day  after  the  end  of  each 
month,  at  not  less  than  the  applicable 
uniform  prices  pursuant  to  §  1051.62  or 
§  1051.63  adjusted  pursuant  to  §§  1051.71, 
1051.72  and  1051.77,  for  each  hundred¬ 
weight  of  producer  milk  received  during 
such  month  for  which  payment  is  not 
made  to  a  cooperative  association  pur¬ 
suant  to  paragraph  (b)  of  this  section; 

(b)  Each  handler  shall  make  payment 
to  a  cooperative  association  for  producer 


The  uniform  price  pursuant  to 
§  1051.62  and  the  uniform  price  for  base 
milk  pursuant  to  §  1051.63  for  producer 
milk  received  at  a  pool  plant  shall  be: 

(a)  Increased  4  cents  at  a  plant  less 
than  70  miles  from  the  Chicago  City 
Hall,  as  determined  by  the  market  ad¬ 
ministrator;  and 

(b)  Decreased  2  cents  at  a  plant  145 
miles  or  more  from  the  Chicago  City 
Hall  for  each  15  miles  or  fraction  thereof 
that  such  plant  is  more  than  130  miles 
from  the  Chicago  City  Hall,  as  deter¬ 
mined  by  the  market  administrator: 
Provided,  That  the  differential  pursuant 
to  this  paragraph  shall  be  not  more  than 
8  cents  at  a  plant  in  the  marketing  area. 

§  1051.73  Producer-settlement  fund. 

The  market  administrator  shall  main¬ 
tain  a  separate  fund  known  as  the  “pro¬ 
ducer-settlement  fund”  into  which  he 
shall  deposit  all  payments  made  to  such 
fund  and  out  of  which  he  shall  make  all 
payments  from  such  fund  pursuant  to 
§§  1051.64,  1051.74,  1051.75  and  1051.76: 
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Provided,  That  the  market  administrator 
shall  offset  the  payment  due  to  a  handler 
against  pasmients  due  from  such  handler. 


§  1051.74  Payments 
settlement  fund. 


to  the  producer* 


On  or  before  the  12th  day  after  the 
end  of  each  month  each  handler  shall 
pay  to  the  market  administrator  the 
amount  by  which  the  obligation  pursuant 
to  §  1051.70  of  such  handler  for  producer 
milk  received  during  the  month  is  less 
than  the  value  of  such  producer  milk 
pursuant  to  §  1051.60. 


§  1051.75  Payments  from  the  producer- 
settlement  fund. 


On  or  before  the  13th  day  after  the  end 
of  each  month  the  market  administrator 
shall  pay  to  each  handler  the  amount 
by  which  the  obligation,  pursuant  to 
§  1051.70,  of  such  handler  for  producer 
milk  received  during  the  month' exceeds 
the  value  of  such  producer  milk  pursuant 
to  §  1051.60. 


§  1051.76  Adjustment  of  accounts. 


the  end  of  each  month  4  cents  per  hun-  with  respect  to  any  transaction  inv  h, 
dredweight  or  such  lesser  amount  as  the  ing  fraud  or  willful  concealment  of  ’ 
Secretary  may  prescribe  with  respect  to  fact,  material  to  the  obligation,  on\* 
skim  milk  and  butterfat  contained  in  part  of  the  handler  against  whom  S! 
(a)  producer  milk  (including  a  han-  obligation  is  sought  to  be  imposed  ^ 

dler’s  own  farm  production),  (b)  other  (d)  Any  obligation  on  the  part  of »» 
source  milk  at  a  pool  plant  which  is  al-  market  administrator  to  pay  a  hand^ 
located  to  Class  I  milk  pursuant  to  any  money  which  guch  handler  claii^ 
§  1051.46(a)  (3)  and  (4)  and  the  corre-  to  be  due  him  under  the  terms  of 
spending  steps  in  §  1051.46  (b) ,  and  (c)  part  shall  terminate  two  years  after  the 
receipts  at  a  fluid  milk  plant  which  is  a  end  of  the  calendar  month  during  which 
nonpool  plant  (except  the  plant  of  a  the  milk  involved  in  the  claim  was  re¬ 
state  educational  institution)  of  Grade  ceived  if  an  underpayment  is  claimed 
A  milk  from  dairy  farmers  on  which  no  or  two  years  after  the  end  of  the 
administration  expense  assessment  is 
being  paid  pursuant  to  another  order 
issued  pursuant  to  the  Act:  Provided, 

That  if  the  operator  of  such  nonpool 
plant  elects  to  make  payment  to  the 
producer-settlement  fund  pursuant  to 
§  1051.64(a) ,  the  expense  of  administra¬ 
tion  pursuant  to  this  section  shall  be 
applicable  only  to  the  hundredweight  of 
skim  milk  and  butterfat  on  which  pay¬ 
ment  to  the  producer-settlement  fund 
is  due  pursuant  to  that  paragraph. 


Whenever  verification  by  the  market 
administrator  of  reports  or  payments  of 
any  handler  discloses  errors  resulting  in 
money  due  (a)  the  market  administrator 
frcnn  such  handler,  ( b)  such  handler 
from  the  market  administrator,  or  (c) 
any  producer  or  cooperative  association 
from  such  handler,  the  market  adminis¬ 
trator  shall  promptly  notify  such 
handler  of  any  amount  so  due  and  pay¬ 
ment  thereof  shall  be  made  not  later 
than  the  date  for  making  payment  next 
following  such  disclosure. 


§  1051.77  Marketing  services. 


(a)  Except  as  set  forth  in  paragraph 

(b)  of  this  section,  each  handler  in 
making  payments  to  each  producer  pur¬ 
suant  to  §  1051.70  shall  deduct  5  cents 
per  hundredweight  or  such  lesser 
amount  as  the  Secretary  may  prescribe 
with  respect  to  producer  milk  received 
by  such  handler  (except  such  handler’s 
own  farm  production)  during  the 
month,  and  shall  pay  such  deductions  to 
the  market  administrator  not  later  than 
the  15th  day  after  the  end  of  the  month. 
Such  money  shall  be  used  by  the  market 
administrator  to  verify  or  establish 
weights,  samples,  and  tests  of  producer 
milk  and  to  provide  producers  with  mar¬ 
ket  information.  Such  services  shall  be 
performed  in  whole  or  in  part  by  the 
market  administrator  or  by  an  agent 
engaged  by  and  responsible  to  him. 

(b)  In  the  case  of  producers  for 
whom  a  cooperative  association  is  per¬ 
forming,  as  determined  by  the  Secre¬ 
tary,  the  services  set  forth  in  paragraph 
(a)  of  this  section,  each  handler  shall 
make,  in  lieu  of  the  deductions  specified 
in  paragraph  (a)  of  this  section,  such 
deductions  as  are  authorized  by  such 
producers  and,  on  or  before  the  15th 
day  after  the  end  of  each  month,  pay 
over  such  deductions  to  the  association 
rendering  such  services. 


endar  month  during  which  the  payment 
(including  deduction  or  setoff  by  the 
market  administrator)  was  made  by  the 
handler  if  a  refund  on  such  paymmit  is 
claimed,  unless  such  handler,  within  the 
applicable  period  of  time,  flies  pursuant 
to  section  8c  (15  (A)  of  the  Act,  a  petl- 
tion  claiming  such  money. 


Determination  of  Base 
§  1051.80  Base. 

“Base”  for  each  producer  shall  be 


§  1051.78  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  the  administration  of  the  order,  each 
handler  shall  pay  to  the  market  admin¬ 
istrator  on  or  before  the  15th  day  after 


§  1051.79  Termination  of  obligations. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  part 
for  the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under 
the  terms  of  this  part  shall,  except  as 
provided  in  paragraphs  (b)  and  (c)  of 
this  section,  terminate  two  years  after 
the  last  day  of  the  calendar  month  dur¬ 
ing  which  the  market  administrator  re¬ 
ceives  the  handler’s  utilization  report  on 
the  milk  involved  in  such  obligation  un¬ 
less  within  such  two-year  period  the 
market  administrator  notifies  the  han¬ 
dler  in  writing  that  such  money  is  due 
and  payable.  Service  of  such  notice 
shall  be  complete  upon  mailing  to  the 
handler’s  last  known  address,  and  it 
shall  contain,  but  need  not  be  limited 
to,  the  following : 

( 1 )  The  amount  of  the  obligation ; 

(2)  The  months  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to 
one  or  more  producers  or  to  an  associa¬ 
tion  of  producers,  or  if  the  obligation  is 
payable  to  the  market  administrator, 
the  account  for  which  it  is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this 
part,  to  make  available  to  the  market 
administrator  or  his  representatives  all 
books  and  records  required  by  this  part 
to  be  made  available,  the  market  admin¬ 
istrator  may,  within  the  two-year  period 
provided  for  in  paragraph  (a)  of  this 
section,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifles  a  handler,  the 
said  two-year  period,  with  respect  to 
such  obligation,  shall  not  begin  to  run 
until  the  first  day  of  the  calendar  month 
following  the  month  during  which  all 
such  books  and  records  pertaining  to 
such  obligation  are  made  available  to  the 
market  administrator  or  his  representa¬ 
tives. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  part 
to  pay  money  shall  not  be  terminated 


determined  by  the  market  administrator 
and  shall  be  the  amount  obtained  by 
dividing  the  total  pounds  of  producer 
milk  received  from  such  producer  at  all 
pool  plants  during  the  months  of  Sep¬ 
tember  through  November  immediately 
preceding  by  the  number  of  days  on 
which  such  milk  is  received  from  such 
producer:  Provided,  That  for  the  pur¬ 
pose  of  computing  the  base  of  a  producer 
pursuant  to  this  section,  the  number  of 
days  included  in  his  producer  mil);  de¬ 
liveries  shall  be  the  number  of  days  of 
production  of  producer  milk  and  the  d^ 
liveries  of  any  dairy  farmer  during  the 
preceding  September  through  Novemba 
to  a  nonpool  plant  that  is  a  pool  plant 
in  any  of  the  months  of  March  through 
Jime  shall  be  considered  producer  milk 
received  at  a  pool  plant:  Provid:ed  fur¬ 
ther,  That  if  no  milk  is  received  from  a 
producer  at  a  pool  plant  during  the 
months  of  September  through  November 
or  if  milk  is  received  on  less  than  60  days 
during  such  months,  the  base  of  such 
producer  shall  be  his  average  daily  de¬ 
liveries  of  producer  milk  for  each  of  the 
months  of  March  through  June  multi¬ 
plied  by  60  percent  in  March,  55  percent 
in  April  and  50  percent  in  May  and  June; 
And  provided  further.  That  any  pro¬ 
ducer  for  whom  a  base  has  been  estab¬ 
lished  pursuant  to  this  section  based  on 
deliveries  of  60  or  more  days  during  the 
preceding  months  of  September  through 
November  may,  in  lieu  thereof,  by  noti¬ 
fying  the  market  administrator  prior  to 
March  1,  be  accorded  a  base  computed 
pursuant  to  the  immediately  preceding 
proviso  of  this  section. 


§  1051.81  Base  rules. 

The  following  rules  shall  apply  in  con 
nection  with  the  establishment  of  bases: 

(a)  A  base  shall  be  held  in  the  name 
of  the  producer  and  may  be  transferred 
only  at  his  option. 

(b)  The  milk  to  which  the  transferred 
base  shall  apply  must  be  produced  on 
the  same  farm  from  which  such  base  was 
earned  and  the  transferor  must  notify 
the  market  administrator  in  writing  on 
or  before  the  last  day  of  the  month 
that  such  base  is  to  be  transferred  indi- 
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,  the  name  of  the  transferee,  the 
«nt  of  base  transferred,  and  the 
*Kve  date  of  the  transfer;  and  in  the 
nt  of  a  producer’s  death  his  base 
V  be  so  transferred  upon  written 
to  the  market  administrator  from 
^member  of  the  producer’s  immediate 


Where  two  or  more  producers  de- 
,  '  niilk  from  the  same  farm,  the  mar¬ 
ket  administrator  shall  compute  one  base 
for  each  such  farm,  which  base  shall  be 
held  jointly  in  the  names  of  the  pro¬ 
ducers  and  during  March  through  June 
each  producer  having  an  interest  in  a 
held  base  shall  share  the  base 
during  each  delivery  period  in  the  same 
proportion  as  he  shares  in  the  milk  de- 
Sverles  in  such  delivery  period:  Pro- 
rid^,  That  if  the  producers  have  earned 
Ijases  separately,  one  or  more  of  which 
fss  earned  on  another  farm,  each  pro¬ 
ducer  may  retain  his  individual  base  if 
application  is  made  in  writing  to  the 
niarket  administrator  postmarked  not 
later  than  the  last  day  of  the  first  month 
during  which  the  base  is  to  apply. 

(d)  When  two  or  more  producers  hold¬ 
ing  a  Joint  base  cease  delivering  milk 
from  the  same  farm,  the  base  may  be 
divided  among  the  producers  having  an 
interest  in  such  base  by  notification  in 
writing  to  the  market  administrator 
p^arked  not  later  than  the  last  day 
of  the  month  during  which  the  division 
is  to  be  effective,  such  notification  to 
giecify  the  terms  of  division  of  base  and 
baring  the  signature  of  all  interested 
producers:  Provided,  That  in  the  event 
I^ucers  do  not  notify  the  market  ad¬ 
ministrator  of  their  agreed  terms  of  divi¬ 
sion  of  base  by  letter  postmarked  not 
later  t^  the  last  day  of  the  month  dur¬ 
ing  which  the  division  is  effective,  the 
market  administrator  shall  divide  the 
base  among  the  producers  in  the  same 
ratio  as  they  shared  in  the  milk  deliv¬ 
eries  during  the  base-making  period,  or 
if  the  base  is  held  in  the  name  of  a  part¬ 
nership,  it  shall  be  divided  equally  among 
the  interested  producers. 


(e)  Subject  to  the  provisions  set  forth 
in  paragraphs  (a)  and  (b)  of  this  sec¬ 
tion,  a  producer  who  discontinues  ship¬ 
ping  milk  to  a  pool  plant  during  Septem¬ 
ber  through  November  may  transfer  to 
another  producer  credit  for  milk  deliv¬ 
eries  for  base-making  purposes. 

EFFficTivE  Time,  Suspension  or 
Termination 

§  1051.90  Effective  time. 

The  provisions  of  this  part,  or  any 
amendments  to  this  part,  shall  become 
effective  at  such  time  as  the  Secretary 
may  declare  and  shall  continue  in  force 
until  suspended  or  terminated. 

§  1051.91  Suspension  or  termination. 

The  Secretary  shall  suspend  or  termi¬ 
nate  any  or  all  of  the  provisions  of  this 
part  whenever  he  finds  that  it  obstructs 
or  does  not  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act.  This  part  shall, 
in  any  event,  terminate  whenever  the 
provisions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§  1051.92  Continuing  poM'cr  and  duty 
of  the  market  administrator. 

(a)  If,  upon  the  suspension  or  termi¬ 
nation  of  any  or  all  of  the  provisions  of 
this  part,  there  are  any  obligations  aris¬ 
ing  hereunder,  the  final  accrual  or  ascer¬ 
tainment  of  which  requires  further  acts 
by  any  handler,  by  the  market  adminis¬ 
trator,  or  by  any  other  person,  the  power 
and  duty  to  perform  such  further  acts 
shall  continue  notwithstanding  such  sus¬ 
pension  or  termination:  Provided,  That 
any  such  acts  required  to  be  performed 
by  the  market  administrator  shall,  if 
the  Secretary  so  directs,  be  performed  by 
such  other  person,  persons  or  agency  as 
the  Secretary  may  designate. 

(b)  The  market  administrator  or  such 
other  person  as  the  Secretary  may  desig¬ 
nate  shall  (1)  continue  in  such  capacity 
until  discharged  by  the  Secretary;  (2) 
from  time  to  time  account  for  all  receipts 
and  disbursements  and  deliver  all  funds 
or  property  on  hand  together  with  the 


books  and  records  of  the  market  admin¬ 
istrator,  or  such  person,  to  such  person 
as  the  Secretary  shall  direct;  and  (3)  if 
so  directed  by  the  Secretary  execute  such 
assignment  or  other  instruments  neces¬ 
sary  or  appropriate  to  vest  in  such  per¬ 
son  full  title  to  all  funds,  property  and 
claims  vested  in  the  market  administra¬ 
tor  or  such  person  pursuant  thereto. 

§  1051.93  Liquidation  after  suspension 
or  termination. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate  shall,  if  so 
directed  by  the  Secretary,  liquidate  the 
business  of  the  market  administrator’s 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  tmder  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 
Any  funds  collected  pursuant  to  the  pro¬ 
visions  of  this  part,  over  and  above  the 
amounts  necessary  to  meet  outstanding 
obligations  and  the  expenses  necessarily 
incurred  by  the  market  administrator  or 
such  person  in  liquidating  such  funds, 
shall  be  distributed  to  the  contributing 
handlers  and  producers  in  an  equitable 
manner. 

Miscellaneous  Provisions 
§  1051.100  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its 
application  to  any  person  or  circum¬ 
stances,  is  held  invalid,  the  application 
of  such  provision,  and  of  the  remaining 
provisions  of  this  part,  to  other  persons 
or  circumstances  shall  not  be  affected 
thereby. 

§  1051.101  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any  of 
the  provisions  of  this  part. 

[FH.  Doc.  62-S026;  FUed,  Mar.  28.  1962; 

8:49  a.m.] 


